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LETTER OF TRANSMITTAL

June 13, 1975.

Hon. NeLsox A. ROCKEFELLER,
President of the Senate,
Washington, D.C.

Dear Mgr. PresmeNT: As required under Senate Resolution 267,
agreed to March 1, 1974, I am submitting to you the annual report
of the Senate Special Committee on Aging, “Developments in Aging:
1974 and January-April 1975.”

Publication has been delayed this year to allow some discussion of
major new developments in the field of aging. Additional time was
also required for completion of minority views.

Senate Resolution 62, pending before the Committee on Rules and
Administration, authorizes the committee to continue inquiries and
evaluations of issues on aging. This includes not only those of age 65
and beyond but others who find that advancing years affect their lives
in one way or another.

On behalf of the members of the committee and its staff I want to
extend my thanks to the officers of the Senate for the cooperation and
courtesies extended to us.

Sincerely,
Fraxnk CHurcH, Chairman.
™



SENATE RESOLUTION 267, 93d CONGRESS
2d SESSION

Resolved, That the Special Committee on Aging, established by S.
Res. 33, Eighty-seventh Congress, agreed to on February 13, 1961, as
amended and supplemented, is hereby extended through February 28,
19752

Sec. 2. (a) The committee shall make a full and complete study
and investigation of any and all matters pertaining to problems and
opportunities of older people, including, but not limited to, problems
and opporturities of maintaining health, of assuring adequate income,
of finding employment, of engaging in productive and rewarding
activity, of securing proper housing, and, when necessary, of obtaining_
care or assistance. No proposed legislation shall be referred to such
committee, and such committee shall not have power to report by bill,
or otherwise have legislative jurisdiction.

(b) A majority of the members of the committee or any subcom-
mittee thereof shall constitute a quorum for the transaction of business,
except that a lesser number, to be fixed by the committee, shall con-
stitute a quorum for the purpose of taking sworn testimony.

Sec. 3. (a) For purposes of this resolution, the committee is
authorized from March 1, 1974, through February 28, 1975, in its
discretion (1) to make expenditures from the contingent fund of the
Senate, (2) to hold hearings, (3) to sit and act at any time or place
during the sessions, recesses, and adjournment periods of the Senate,
(4) to require by subpena or otherwise the attendance of witnesses and
the production of correspondence, books, papers, and documents, (5)
to administer oaths, (6) to take testimony orally or by deposition, (7)
to employ personnel, (8) with the prior consent of the Government
department or agency concerned and the Committee on Rules and
Administration, to use on a reimbursable basis the services of per-
sonnel, information, and facilities of any such department or agency,
and (9) to procure the temporary services (not in excess of one year)
or intermittent services of individual consultants, or organizations
thereof, in the same manner and under the same conditions as a stand-
ing committee of the Senate may procure such services under section
202(1) of the Legislative Reorganization Act of 1946.

(b) The minority shall receive fair consideration in the appoint-
ment of staff personnel pursuant to this resolution. Such personnel
assigned to the minority shall be accorded equitable treatment with -
respect to the fixing of salary rates, the assignment of facilities, and
the accessibility of committee records.

Skc. 4. The expenses of the committee under this resolution shall
not exceed $415,000,2 of which amount not to exceed $15,000 shall be

1 Agreed to Mar. 1, 1974.
28, Res. 13, agreed to on Jan. 27, 1975, provided $16,000 in supplemental funds for
committee business.
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available for the procurement of the services of individual consultants
or organizations thereof.

Skc. 5. The committee shall report the results of its study and in-
vestigation, together with such recommendations as it may deem ad-
visable, to the Senate at the earliest practicable date, but not later than
February 28, 1975. The committee shall cease to exist at the close of
business on February 28, 1975.2

Skc. 6. Expenses of the committee under this resolution shall be
paid from the contingent fund of the Senate upon vouchers approved
by the chairman of the committee.

2§ Res. 111, agreed to March 17, 1975, extended the committee through May 31, 1975.
8. Res. 62, the continuing authority for the committee for 1975, is pending before the Com-
mittee on Rules and Administration.



PREFACE

y Older Americans are waging a daily struggle against the high cost of
iving.

That fact was documented in last year’s annual report by this
committee.

It is documented again in this report, which shows how rises in rents
and property taxes, utility bills, transportation costs, health charges,
and food prices are hitting the elderly even harder than was the case a
year ago. :

In addition, the elderly are faced by another difficulty : a determined
and persistent effort by the present administration to cut back on
programs essential for the well-being of our senior population.

This administration attitude is certainly not new. Previous annual
reports have told, in some detail, of earlier efforts to gut or significantly
reduce Federal commitments on aging.

But in 1974 and so far in 1975, administration negativism has flared
up in new and significant ways.

Of greatest concern was the administration position calling for a
reduction in a Social Security benefit due in July. That increase was
authorized by a 1972 law which established a cost-of-living adjustment
mechanism meant to assure. once and for all, that Social Security could
be increased as a matter of course when triggered by higher living
costs. The increase due in July under terms of the 1972 law, as
amended, will be 8 percent. But the Secretary of Health, Education,
and Welfare has vehemently insisted that the Congress should pass a
law providing only 5 percent.

The Secretary has never convinced me there is a real rationale for
his proposal; he certainly has never persuaded me that Social Security
reciplents don’t need the full 8 percent. Farly in the year, therefore,
I introduced a resolution expressing congressional disapproval of the
5 percent proposal. More than a majority of Senators joined me; on
May 6 the Senate passed it. HEW Secretary Caspar Weinberger, even
then, maintained his position. Grudgingly, he announced on May 15
that the administration would obey the law ; the Social Security checks
due in July will indeed reflect an 8-percent increase. But the Secretary
also denounced the Congress for insisting that even this inadequate
relief be given.

1 The Los Angeles Times, on May 16, described Secretary Weinberger as critical of the
Congress for not limiting the mandated Social Security benefit increase to 5 percent. It also
quoted him as saying that the $2.2 billion difference between an 8 percent and 5 percent
increase would be ‘“‘a substantial addition to the already large Federal budget deficit.”
Senator Church—sponsor of a bill (S. 3143) to remove the Social Security Administration
from the Department of Health, Edueation, and Welfare—has been critical of the current
practice of including Social Security payments in the ‘“unified budget” of ‘the Federal
Government. He argues that Social Security payments are almost completely financed from
trust funds and should not be included in general revenue operations.

(IX)
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The Social Security position is just one of many disturbing admin-
istration actions described in the following report. Its chapters tell of
proposed assaults on Medicare, of efforts to cut funds already appro-
priated for the Older Americans Act, of continuing administration re-
sistance to genuine nursing home reform, and reluctance to implement.
a desperately needed program to provide housing for the elderly, just
to mention a few. (See chapter I for a summary of what is described
as an administration strategy of cutbacks on aging, and individual
chapters for discussion of specific items in greater detail.)

It becomes clear that the administration is asking the Congress to
take unacceptable actions and then blaming the Congress when Con-
gress will not accept them.

Perhaps the administration is indulging in a game of budgetary
politics, making impossible requests in the name of budget-cutting
solely for the purpose of saying that Congress, by rejecting them, is
increasing the deficit.

Or perhaps the administration is genuinely blind to the real and
desperate problems faced by so many older Americans.

Whatever the reasons, the administration is failing to perform one
of its most important functions: to act as an advocate on behalf of
people. -

Trl)le Congress, concerned as its Members are about the mounting
Federal budget and accompanying deficits, must exercise careful judg-
ment in making its decision on national priorities. It must steer a bal-
anced course: refusing to accept cutbacks which in the long run cost
more than they save, and yet looking for genuine economies wherever
they may be found or developed.

Despite administration-congressional conflicts on several major is-
sues related to aging, the following report discusses encouraging prog-
ress on a number of important fronts. It notes, for example, that the
Older Americans Act appears to be on the verge of extension and im-
provement. There now appears to be more momentum than ever before
for nursing home reform and for other forms of care and assistance
intended to reduce institutionalization. Legislative enactments related
to transportation are at an all-time high, even though there is reason
for concern about delays in implementation. (Additional examples of
proud congressional directives, followed by lags in actual performance
by the executive branch, will be found frequently in the following
pages.)

For all of the frustrations, it is encouraging to see very direct evi-
dence that increasing numbers of Americans care—and care deeply—
about issues related to aging.

In many communities, retired persons are organizing into action
groups intended to make life more satisfying for people in the later
years of life. Part-time, paid seniors are putting their talents to good
use in the service of others, and Congress is now considering a broaden-
ing of such community service programs. Participants in the Retired
Senior Volunteer Program have a spirit which inspires me every time
I encounter RSVP firsthand. Area agencies on aging are now at work
in more than 400 locales; they are struggling with insufficient resources,
but they are devoting full-time attention to community action and
coordination. And people are talking more about aging; newspapers

")
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and television carry stories not only about the problems that come with
age but also about the achievements of aging people. )

There is progress being made, the kind of progress which comes with
understanding.

And understanding, after all, is a precious commodity. It was helped
along in 1971 with a White House Conference on Aging. It may be
helped along once again with a similar conference in 1981, since such
national assemblages traditionally take place every 10 years. But 1981
is a long time from now, and it may well be that we should not wait 10
years for another look at where we are. For that reason, I hope that
readers of this report pay special heed to its final chapter. There, it is
pointed out that the year 1976 will be mid-way between White House
Conferences on Aging. The chapter asks whether some productive
action should be taken next year to mark the fifth anniversary of the
1971 conference, and it asks for ideas about how this should be done.
. Personally, I join in asking for suggestions. It seems to me that a min-
iature or repeat version of the 1971 conference would do little good at
this point; we still have a long way to go before we come anywhere
near fulfilling recommendations made then. But some form of stock-
taking could be useful in 1976. The questions are: what form should it
take, and how can it take place without diverting energy and resources
from other important activities?

Answers to those questions are needed. Nineteen hundred and
seventy six, the year of the National Bicentennial celebration, could
also be a year in which important issues related to our national future
could be answered or at least faced up to more clearly than they now
are. That is true of problems affecting all age groups. It is especially
true of those that now so seriously trouble so many older persons in
this Nation.

Fraxx CHURCH,
Chairman, Special Committee on Aging.
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EVERY TENTH AMERICAN'*

At the turn of the century, there were 3 million older Americans—
those aged 65 or over (65+ )—comprising 4 percent of the total popu-
lation or every twenty-fifth American. As of mid-1974, almost 22
million older persons made up 10 percent of the total civilian resident
population—every tenth American.

The largest concentrations of older persons—12 percent or more
of a State’s total population—occur in 8 States (Florida, Arkansas,
Towa, Kansas, Nebraska, Missouri, South Dakota, and Oklahoma).

New York, California, Pennsylvania, Florida, Illinois, Texas, and
Ohio each have more than a million older people. California and New
York will each have more than 2 million persons aged 65+ within
a year or two.

A quarter of the Nation’s older population lives in just three States
(New York, California, and Pennsylvania). Adding five more States
(Florida, Illinois, Texas, Ohio, and Michigan) brings the eight-State
total equal to half the older people in the United States. It takes
11 more States (New Jersey, Massachusetts, Missouri, Indiana, Wis-
consin, North Carolina, Minnesota, Tennessee, Georgia, Virginia, and
Alabama—a total of 19) to account for three quarters of the older
population and an additional 11 (a total of 30) to include 90 percent.
The remaining 10 percent of the 65+ population lives in the remaining
21 States.

What is this population like, and how does it change?

GROWTH IN NUMBERS

During the 70 years between 1900 and 1970, the total population of
the United States grew to almost 3 times its size in 1900 while the
older part grew to almost 7 times its 1900 size—and is still growing
faster than the under-65 portion. Between 1960 and 1970, older Ameri-
cans increased in number by 21 percent as compared with 18 percent
for the under-65 population. Greatest percentage growth (a third or
more) occurred in Arizona, Florida, Nevada, Hawaii, and New
Mexico. Florida, with considerable in-migration of elderly, had the
highest proportion of older people in 1970, 14.5 percent (estimated
15.8 percent in 1974), while New York had the largest number of
older people in 1974, 1,998,000.

TURNOVER

The older population is not a homogeneous group nor is it static.
Every day approximately 4,000 Americans celebrate their 65th birth-

1 Prepared by Herman B. Brotman, consultant to the Special Committee on Aging,
United States Senate, and former Assistant to the Commissioner on Aging.
(XVII)
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day; every day approximately 3,000 persons aged 65+ die. The net
increase is about 1,000 a day or 350,000 a year but the 4,000 “new-
comers” each day are quite different from those already 65+ and
worlds apart from those already centenarians who were born during
or shortly after the Civil War.

AGE

As of mid-1974, most older Americans were under 75 (62 percent) ;
half were under 73; and more than a third (36 percent) were under
70. Between 1960 and 1974, the population aged 65 through 74 in-
creased 23 percent but the population aged 75+ increased 49 percent.
More than 1.7 million Americans are 85 years of age or over. Accu-
rate data on the number of centenarians is not available but well
over 7,000 persons who produced some proof of age are 100+ and
recelving social security benefit payments.

HEALTH

Eighty-two percent get along quite well on their own. While only
14 percent have no chronic conditions, diseases, or impairments of
any kind, the vast majority that do have such conditions still man-
age by themselves. Older individuals are subject to more disability,
see physicians 50 percent more often, and have about twice as many
hospital stays that last almost twice as long as do younger persons.

In fiscal year 1974, per capita health care costs for older Americans
came to $1,218, 3.7 times the $330 spent for each under-65 person.
$573 went for hospital care, $182 for physician services, $39 for other
professional services, $103 for drugs, $289 for nursing home care. and
$32 for other items. Older people represent some 10 percent of the
population but account for 30 percent of personal health care expend-
itures. Of the health care costs for older persons, about $734 of the
$1,218 total (slightly over 60 percent) came from public programs
resources of all kinds. Medicare covered 38.1 percent (about $465)
of the total costs per older person, a continuation of the decreasing
role of medicare.

PERSONAL TNCOME

Older persons have less than half the income of their younger
counterparts. In 1973, half of the families headed by an older person
had incomes of less than $6.425; the median income of older persons
living alone or with nonrelatives was $2,725. Some 3.4 million or
just over a sixth of the elderly live in households with incomes below
the official poverty threshold for that kind of household. This was
a considerable improvement over the close to 5 million in 1970 and
results from the increases in social security benefits. Women and mi-
nority aged are over-represented among the aged poor. Many of the
aged poor became poor after reaching old age because of the reduction
in income from earnings with retirement from the labor force. About
half of the aged couples conld not afford the costs of the theoretic
retired couple budget prepared by the Bureau of Tabor Statistics for a
“modest but adequate” standard of living. .
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EXPENDITURES FOR CONSUMPTION

Older Americans spend proportionately more of their income on
food, shelter, and medical care and less on other items in a pattern
generally similar to that of other low income groups. Persons living
on fixed incomes are hit hard by price inflation and command little
potential for personal adjustment of income. Even formulas that
adjust retirement payments for changes in price indices are of only
partial assistance since they bring increases well after the fact and
older people have little in savings to carry them over until income
levels are increased to catch up.

LIFE EXPECTANCY

Based on death rates in 1973, average life expectancy at birth was
71.3 years; 67.6 for men but close to 8 years longer or 75.3 years for
women. At age 65, average remaining years of life were 15.3; 13.1 for
men but 4 vears longer or 17.2 years for women. The 27-year increase
in life expectancy since 1900 results from the wiping out of most of the
killers of young people—much less improvement has occurred in the
upper ages when the major killers become the chronic conditions. More
people now reach old age but, once there, they do not live much longer
than did their ancestors who reached such age in the past.

SEX RATIOS

As a result of longer life expectancy, most older persons are
women—12.8 million as compared to 9 million men in mid-1974. Be-
tween ages 65 and 74, there are 130 women per 100 men; after 74, there
are 169. For the 85+ group, there are two women for every man. The
average for the total 65+ population is 143 women per 100 men.

MARITAL STATUS

In 1974, most older men were married (6.7 million or 79 percent)
but most older women were widows (6.3 million or 52 percent). There
are five times as many widows as widowers. Of the married men, al-
most 40 percent have under-65 wives. In 1971, among the 2.2 million
marriages of persons of all ages, there were over 20,000 brides and al-
most 41,000 grooms aged 65+ For about 7 percent of these brides and
5 percent of these grooms it was a first marriage.

EDUCATIONAL ATTAINMENT

In 1974, half of the older Americans had not completed one year of
high school. About 2.5 million older people were “functionally
illiterate,” having had no schooling or less than 5 years. About 7 per-
cent were college graduates.

LIVING ARRANGEMENTS

In 1974, more than 8 of every 10 older men but only 6 of every 10
older women lived in family settings; the others lived alone or with
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nonrelatives except for the less than one in 20 who lived in an insti-
tution. About three-quarters of the older men lived in families that
included the wife but only one-third of the older women lived in
families that included the husband. More than a third of all older
women lived alone. More than 3 times as many older women lived
alone or with nonrelatives than did older men.

PLACE OF RESIDENCE

In 1970, a somewhat smaller proportion of older persons than of
younger persons lived in metropolitan areas (64 versus 69 percent).
Within the metropolitan areas, however; most (53 percent) older
people lived in the central city while most (55 percent) of the under-
65 lived in the suburbs.

VOTING

In the 1974 elections, older people were 14.8 percent of the voting
age population (18+) but cast 17 percent of the votes. Some 51 per-
cent of the older population voted, the highest proportion of all age
groups except for the middle aged from 45 to 64.

MOBILITY

In the 4-year period ending March 1974, 17 percent or 3.5 million
older persons moved from one residence to another. Ten percent moved
within the same county, 3.5 percent moved to a different county in the
same State, and only 3.3 percent moved across a State line. The extent
of interstate movement seems larger because such migration tends to
ﬂNow toward a very small number of States like Florida, Arizona, or

evada.

EMPLOYMENT

In 1974, about 22 percent of 65+ men (1.9 million) and 8 percent
of 65+ women (1.0 million) were in the labor force with concentra-
tions in three low-earnings categories: part time, agriculture, and
self-employment. Unemployment ratios were low due partly to the
fact that discouraged older workers stop seeking jobs and are not
counted as being in the labor market. For those remaining actively in
the labor force and counted as unemployed, the average length of un-
employ ..ent was greater than for younger workers.

AUTOMOBILE OWNERSHIP

As is true for most major household appliances, ownership of auto-
mobiles by older households is considerably below that of households
with younger heads but a good part of the explanation rests with in-
come level rather than age, health, or choice. A 1972 survey shows that
the lowest proportion of households owning one or more cars was for
those with 65+ heads (58 percent) and the highest was for those with
35—44 heads (88 percent). However, only among the households with
under-$5,000 incomes was there a decrease in automobile ownership
with advancing age. In the over $5,000 per year income households,
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there were practically no differences by age. Some 92 percent of elderly
households with $15,000+ incomes owned at least one automobile.

PROJECTIONS TO 2000

New projections of the size of the population based on the popula-
tion estimates for 1974, several new assumptions, and an ultimate com-
pleted cohort fertility rate of 2.1 (an ultimate level of 2.1 children
per woman) show the following:

{Numbers in thousands]

Total Female
Percent of Mate, Per 100
Year Number all ages number Number men
24,523 11.0 9,914 14, 609 147
26,659 1.4 10, 684 15,975 150
28,933 11.8 11,518 17,415 151
30, 307 11.9 11,995 18, 311 153
, 600 116 12,041 18,558 154
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{Pursuant to S. 267, 93d Cong.]

CHAPTER I

THE ADMINISTRATION STRATEGY FOR CUTBACKS IN
AGING

Quite often, annual reports issued by this committee tell of congres-
sional actions on aging in the face of administration reluctance or
counter-proposals.

Last year, for example, Developments in Aging : 1973 and J anuwary-
March 197}, told of Nixon administration resistance to an 11 percent,
2-part increase in Social Security benefits (Chapter I, p. 8). It also
described an Administration tax package which would have—in the
view of Congress—helped very few low-income elderly (Chapter 11,
pp. 32-33). Other bipartisan congressional criticism was directed at an
Administration proposal to raise medicare costs for elderly partici-
pants (Chapter ITI, pp. 40-41) ; Administration failure to take a
leadership role in nursing home reform (Chapter TV); Administra-
tion opposition to congressional initiatives on housing for the elderly
(Chapter V, pp. 82-91) ; and, on several other matters, what appeared
to be negative attitudes toward specific proposals or programs.

Many similar points of conflict have arisen in the 12 months which
have just passed.

. Note: For details on legislation passed during 1973-74, see Action on Aging Legislation
in 93d Congress; prepared by U.S. Senate Special Committee on Aging, February 1975.
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It is argued from the Office of Management and Budget—as well as
from the White House and individual Federal agencies—that cutbacks
in existing programs, or freezes against new ones; are essential during
troubled economic times.

Members of Congress have argued, however, that good judgment
and compassion must be built into all budget-making and budget-cut-
ting decisions.

They also see an unfortunate trend in the making. As is so often
charged in both Houses of the Congress, “The Administration is at-
tempting to balance the budget on the backs of the elderly.”

What follows in this chapter is a summary of Administration-Con-
gressional disagreement in a few key areas in order to document what
must be regarded as a hardening of Administration attitudes on
matters of vital importance to older Americans.

Later chapters will deal with other issues in greater detail.

I. THE SOCIAL SECURITY PICTURE

Nearly every American has a very direct and important stake in the
Social Security system. :

More than 90 percent of all persons 65 or older are now eligible for
monthly benefits. Approximately 100 million workers contribute to
Social Security. In return, they build credits toward future benefits
for themselves and their families.

To a very large degree, the Social Security system is a compact
between the people of the United States and their Government. The
Federal Government stands in the position of a trustee for those who"
have built up rights during their working years.

Social Security is also vastly different from the general revenue op-
erations of the Federal Government. The cash benefits program, for
example, is almost entirely self-financing—paid for by earmarked con-
tributions from employees, employers, and self-employed persons.
These contributions are placed in separate trust funds and can be used
for only two purposes: payment of benefits and the administrative
expenses.

These points were further underscored when the Congress enacted
an automatic adjustment mechanism ? to make Social Security infla-
tion-proof and to protect the elderly from .e uncertainties of the
political process. This automatic escalator provision was initially
scheduled to apply to checks delivered in February 1975. But, it will
now come into operation for checks received in July 1975 under recent
amendments 3 to the Social Security Act.

These factors have all provided powerful reasons to discourage
tampering with the automatic adjustment mechanism, or downgrading
benefit outlays from the trust funds..

1 01d Age, Survivors, and Disability Insurance. . .

2 Public Law 92-336, approved July 1, 1972, )

3 Public Law 93-233, approved Dee. 31, 1973. Public Law 93-233 provided a two-step.
11 percent Social Security increase as a downpayment on the cost-of-living adjustment
for checks delivered in February 1975. The Act also changed the date for the automatic
*adjustment to July to permit the benefit rise to be payable in the same month that the
Medicare Part B Supplemental Medicare Insurance premium charge is revised. This pro-
visiortll would make it possible ‘to make both adjustments in benefit checks in the same
month. .
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Nevertheless, the Administration apparently has launched a cam-
paign to control so-called “uncontrollable” spending, and thus give the
appearance of improving the overall fiscal picture under the unified
budget. Former Office of Management and Budget Director, Roy Ash,
was at the vanguard in this strategy.*

This rationale and earlier Administration pronouncements provided
the basis for President Ford’s proposal to place a 5 percent ceiling on
the July 1975 Social Security cost-of-living increase, instead of the
8.7 percent projected rise.> When asked at a news conference whether
his proposal would force the elderly “to assume an unfair burden of
the hardship and sacrifices”, President Ford gave this response:

I think it is proper to indicate that I am not requesting
Congress to keep the Social Security payments at the pres-
ent level. I am saying that in order to have a total effort in
this country, to combat inflation and to help the economy,
that there should be a 5-percent increase, but no more.*

Several Members of Congress quickly opposed the Administration’s
proposal, which would have reduced Social Security benefits by more
than $2.5 billion. Individuals would lose more than $80, on the aver-
age, than would be the case under the 8.7 percent increase.

AVERAGE MONTHLY SOCIAL SECURITY BENEFITS (DEC. 31, 1974)

Present law rate Present law rate

5 Present law  increased by 5 per- increased by 8.7

Beneficiary rate cent percent 1
Retired worker alone_ _.__.._..___._._................ $183 $193 $200
Retired couple, both receiving benefits. - 312 329 341
Aged widow . _ .. iiicceeo 177 187 194

1 Projected cost-of-living increase for checks received in July 1975 under the formula in Public Law 93-233.
Source: Social Security Administration.

Senator Frank Church, Chairman of the Senate Special Commit-
tee on Aging, gave this assessment:

Once again, it illustrates the Ford administration’s funda-
mental misunderstanding of social insurance programs, such
as social security.

And, this recommendation clearly shows a willingness on
the part of the administration to change the rules of the game
for the elderly after it has already begun.’

Additionally, Senators Church, Kennedy, Mondale, and Williams
introduced S. Con. Res. 2 which expressed congressional opposition

4 For example, the lead paragraph in an article appearing in the January 26, 1975
edition of the Baltimore Sunm said: “Concerned about what it fears is a national drift
toward soclalism, the Ford administration is mounting a major campaign to restrain the
growth in Social Security benefits and other income-redistribution programs, Roy L. Ash,
the budget director, said in an interview.”

This same article also pointed out: ‘“What the administration fears is that income-
redistribution programs would push government spending to more than half the nation’s
gross national product if they continue to increase in years ahead at the same rate they
have grown in the past.

“And if that happens, Mr. Ash sald, the United States may be irreversibly on the road
toward a fully controlled economy.”

Baltimore Sun, “Ash fears socialism, urges limits on benefits,” Jan. 26, 1975, p. Al

5The actual cost-of-living increase will be 8 percent because the inflationary rate sub-
stded in early 1975.

¢ Washington Post, Jan. 22. 1975, p. A12.

7 Congressional Record, Jan. 21, 1975, p. S. 574.
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to legislation imposing a ceiling on the cost-of-living increase. All in
all, 54 Senators sponsored this measure.® The strong bipartisan support
generated for S. Con. Res. 2 virtually assures Social Security bene-
ficiaries that they will receive the full amount of the cost-of-living
adjustment, as authorized by law.® The resolution would also have
the effect of nullifying the Administration’s proposed 5 percent lid
on increases in the Supplemental Security Income standards this July,
since the SSI automatic escalator provision is pegged to the Social
Security automatic adjustment mechanism. '

II. THE MEDICARE PICTURE

Enactment of Medicare in 1965 was an historic victory for the
Nation’s elderly. But despite its valuable protection, Medicare’s cover-
age has been whittled away by rising prices and administrative
regulations.

The proportion of an aged’s medical care expenses reimbursed by
Medicare has fallen from 45.5 percent in fiscal 1969 to 88.1 percent in
1974. And the prospects are for further stecp declines in the imme-
diate future. '

Deductible and other charges under Medicare have also risen
sharply. The Part A Hospital Insurance deductible has jumped from
$40 1n 1966 to $92 in 1975, representing a 130 percent increase. This
rise in out-of-pocket payments has produced spillover effects because
coinsurance payments for hospitalization (for persons hospitalized
from 6 to 150 days during a spell of illness) and extended care (for
persons in nursing homes from 21 to 100 days) are based upon the
Part A deductible amount.®

Premium charges for Supplementary Medical Insurance have
more than doubled since 1966, increasing from $3 to $6.70 per month.
On an annual basis for an elderly couple, Part B protection now costs
$160.80. And, the Part B deductible has risen by 20 percent since
Medicare became law, from $50 to $60.1t

The net impact is that the elderly now pay more in out-of-pocket
payments for medical care than the year before Medicare became law.

9 Sponsors of S. Con. Res. 2 include Senators Church, Kennedy, Mondale, Williams,
Abourezk, Javits, Muskie, Leahy Long, Roth, Bayh, Magnuson, Johnston, Brooke, McGee,
Huddleston, Burdick, McIntyre, Bentsen, Cannon, Metcalf, Taft, Clark, Montoya, Ford,
Moss, Stevenson, Cranston, Pastore, Tunney, Eagleton, Pell, Chiles, Eastland, Proxmire,
Bumpers, Stone, Randolph, Hart (Michigan), Ribicoff, Hartke, Schweiker, Haskell, Stafford,
Hatfleld, Talmadge, Hathaway, Humphrey, Young Inouye, Hart (Colorado), Jackson,
Byrd (West Virginia), and McGovern.

® The House Budget Committee recommended in late March 1975 that a 7 percent
ceiling be established for the July Social Security cost-of-living increase, as a means to
reduce Federal outlays. Senator Church urged in a letter (sent on April 9) to the Senate
Budget Committee that the House Budget Committee recommendation be rejected. Senator
Church said: “A 7-percent ceiling would cut back benefits, on the average, by about $23
over the next year for persons who desperately need this money to buy food, medicines
and other necessities. It would also run counter to the very purpose of the automatic
escalator provision, which is to keep Social Security benefits in line with the rise in prices.”

1 A deductible charge in.the initial payment that a beneficiary must pay before Medicare
reimburses his or her hospital or medical services. The Part A Hospital Insurance deductible
is now $92, and the Part B Supplementary Medical Insurance deductible is $60. In addl-
tlon, Medicare patients must pay coinsurance charges after meeting the initial deductible
payment. For example, a patient hospitalized from 61 to 90 days now pays a daily
coinsurance charge of $23, or one-fourth of the Part A deductible. If a person must draw
upon the lifetime reserve and is hospitalized from 91 to 150 days, the daily coinsurance
charge is $46, or one-half of the Part A deductible.

11.Social Security Amendments of 1972, Public Law 92-603, approved Oct. 30, 1972
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The aged’s per capita direct payments amounted to $311 in fiscal
1973, or $74 more than the year preceding the effective date of
Medicare.!? .

Yet, both the Nixon and Ford Administrations have proposed legis-
Jation to cut back Medicare coverage by saddling the elderly with new
and potentially onerous costs. In part, these recommendations may
assume that the elderly are now in a better financial position to
absorb additional charges because of Social Security increases enacted
into law since 1969. The most recent Administration pronouncement
on this subject came this February in the fiscal 1976 budget message
which called for enactment of legislation to modify Medicare’s cost-
sharing structure to provide: (1) A coinsurance charge under Part A
equal to 10 percent of all charges above the deductible amount on
all covered services (now the elderly pay a $92 deductible and nothing
thereafter for covered hospital services until the 61st day of hos-
pitalization) ; (2) an increase in the Part B deductible from $60 to
$70, and rising thereafter in proportion to the percentage increase in
Social Security benefits: (3) a 10 percent coinsurance charge on
hospital-based physician services and home health services; and (4) a
ceiling of $750 per benefit period for a patient’s payments under Part
A and a $750 limitation per calendar year for Part B. The Admin-
istration projected that these measures would reduce Medicare outlays
by nearly $1.3 billion in fiscal 1976.

Almost identical recommendations were urged on November 26,
1974 when the administration presented its “Revised Fiscal Year 1975
Budget.” The administration’s proposal would have added nearly
$425 million to the medical and hospital bills of the elderly and dis-
abled during the present fiscal year. Senator Church objected, point-
ing out that the primary purposes was to create a misleading impres-
sion about the general budget picture. He said:

If protection under the hospital insurance program were
to be reduced—a proposition I strongly oppose—it would be
only fair to reduce the contributions for the protection.

Therefore, this is solely a maneuver to present a better
general budget picture than in fact exists. What would hap-
pen if this proposal were to be adopted is that the excess
collections from hospital insurance—excess because of the
reduction in the protection furnished—would be borrowed by
the Treasury for general purposes and bonds in a like amount
issued to the hospital insurance trust fund. This is no way to
“balance the budget.”

There is no deficit in hospital insurance financing. In fact,

the program is overfinanced for many, many years into the
future.:

III. THE FOOD STAMP PICTURE

Nearly 15 million persons participate in the Food Stamp program.
Approximately 14 percent of the participants are 60 years of age or
over, and about 10 percent are 65 or over.

12 Pages 13—14 of article cited in footnote 9.
13 Congressional Record, Dec. 14, 1974, p. S. 21530,
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As a part of a plan to trim the fiscal 1975 budgetary deficit and
control inflation, the Administration proposed regulations on Decem-
ber 6 to cut back Food Stamp benefits. A1l Food Stamp households
(except those not required to pay because they have little or no in-
come) would pay 30 percent of their income to purchase Food Stamps
(effective March 1, 1975) under the Administration’s proposal. Ap-
proximately 95 percent of all recipients—or over 14 million persons—
would pay more under the new plan.

Household of 1—Price paid for Household of 2—Price paid for

¢ $46 of stamps each month . $84 of stamps each month
) Price under Price under
Net monthly income ) Current price new plan Current price new plan
$1 $7.50
10.50
7 13.50
10 16. 50
12 19.50
18 25.50
23 31.50
29 37.50
35 43.50
38 49.50
44 55.50
50 61.50
56 67.50
62 73.50
. 79.50
64 82.50

L All individuals with net monthly income of $154 and above would have to pay more for Food Stamps than they would
receive, and would hence be removed from the program.

Source: Community Nutrition Institute.

At present, nearly all individual participants pay from 15 to 20
percent of their income for Food Stamps. And. most couples pay from
15 to 20 percent of their income for these coupons.i*

Leading authorities—such as the Community Nutrition Institute—
estimated that a very substantial percentage of elderly persons would
drop out of the program under the Administration’s plan because :

1. The Food Stamp benefit would be too small or perhaps dis-
appear altogether.

2. Many recipients would not be able to afford the increased
cost, especially as inflation intensifies.

One Department of Agriculture official informed the Community
Nutrition Institute that conceivably one-half of all aged individuals
and couples might be forced to leave the program because of the in-
creased charges.’

The Congress responded promptly during the beginning of the 94th
Congress by passing overwhelmingly legislation (H.R. 1589) to pro-
hibit an increase in charges for Food %tamps for 1975.1¢ President
Ford announced on February 13, that he would allow the bill to be-
come law without his signature.’”

1 Community Nutrition Institute.

18 For further information, see C.N.I. Weekly Report, Vol. 4, No. 49, Dec. 12, 1974, p. 1.

¢ The House of Representatives (by 374 to 39 on Feb. 4, 1975) and the Senate (by 76 to
8 on Feb. 5, 1975) passed H.R. 1589.

7 Washington Post, Feb. 14, 1975, p. Al.
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IV. CUTBACKS OR THREATS OF CUTBACKS
ELSEWHERE

On other fronts the Administration launched a far-reaching attack
to reduce Federal expenditures—both as a part of the revised fiscal
1975 budget and the new budget for F.Y. 1976.1

On January 30, 1975, President Ford submitted a rescission mes-
sage, calling for proposed cutbacks in appropriations already made by
the Congress for fiscal 1975.

Among the major rescissions for aging programs:

1. A $9 million cutback for the Title ITT State and Community
Programs under the Older Americans Act, from the Congres-
sional appropriation of $105 million to the Administration’s
budget request of $96 million.?®

2. Elimination of funding for Title IV training. The Congress
had previously approved $8 million in the Fiscal 1975 Labor-
HEW Appropriations Act.

3. A $25.4 million reduction for the nutrition program for the
elderly, from $125 million *° to $99.6 million.

4. Impoundment of the entire Congressional $12 million appro-
priation 2 for the Older American Community Service Employ-
ment Act.

5. A reduction in the budgeted amount for the National Insti-
tute on Aging, from $15.74 million to $14.1 million.

Congressional approval is now required under the Congressional
Budget and Impoundment Control Act 2 for all executive actions to
withhold funds from programs. Now both the House and Senate must
pass a rescission bill within 45 days of the President’s proposed rescis-
sion ; otherwise, the funds must be spent by the Administration.

The Congress did not, however, enact rescission legislation to, in
effect, ratify the President’s proposed impoundments. Thus, the Ad-
ministration is obligating or preparing to obligate this money to carry
out the intent of Congress, as expressed in appropriation bills.??

For the most part the fiscal 1976 budget funding requests are simi-
lar to the fiscal 1975 Administration requests. But for discretionary
spending for aging programs, funding at the prior year’s level would
really be tantamount to a reduction because of the double-digit infla-
tion which has driven up program and administrative costs.

18 For additional details, see, The Proposed Fiscal 1976 Budget: What It Means for
Older Americans, Staff Report, Senate Special Committee on Aging, February 1975.

1 Publie Law 93-517, approved Dec. 7, 1974.

20 Public Law 93-554, approved Dec. 27, 1974,

2L Public Law cited in footnote 19.

22 Public Law 93-344, approved July 12, 1974.

= The administration has released $9 million for the title III program under the Older
Americans Act: $6 million for area planning and social services and $3 million for model
projects ($1 million for improving legal representation for older Americans, $1 million for
nursing home ombudsman activities, and $1 million for model projects of national scope).
The Administration on Aging has sent out announcements to universities for the use of
the $8 million for the title IV training program : $3.5 million is allocated for continuing 37
long-term training programs at 34 higher educational institutions:; $3.5 million is set
aside for the States for (a) development of courses related to aging at community colleges
and (b) in-service training for improving staff capabilities at the State and local levels;
and $1 million is allocated for the development of curriculum materials for training in
gerontology. AoA has also released $25.4 million for the title VII nutrition program. The
administration has released $15.74 million for the National Institute on Aging.
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The new budget proposes a funding level for AoA programs that is
identical to the fiscal 1975 request: $202.6 million. However, this esti-
mate represents a $42.4 million cutback compared with the fiscal 1975
appropriation level. And, it would also constitute the largest dollar.
and percentage reduction in the éntire history of the Older Americans
Act. Nearly a $1.8 million reduction in funding is recommended in
the new budget for ACTION’s aging programs.

ACTION’S AGING PROGRAMS

, [In millions of dollars)

Budget
Authorization request "Appropriation
fiscal 1976 fiscal 1976 . fiscal 1975

ROV e $20 $17.5 $15.98

Foster grandparents and senior companions__ - 40 - 127.5T 330.84

SCORE/ACE . @) .4 .4
L] 45.47 47.22

1 $25,930,000 for foster grandparents and $1,640,000 for senior companions. ,
2 328, 280,000 for foster grandparents and- $2,560,000 for senior companions.
3 Open-ended authorization (such sums as are necessary). \

For the third consecutive year the Administration has not request-
ed any funding for Senior Opportunities and Services 2* or the Older
American Community Service Employment Act. However, more than
1 million elderly persons are served under SOS. And, nearly 3,450 low-
income persons in the 55-plus age category are employed under the
Title IX senior community service employment program. :

No additional lending authority is requested in the new budget for
the section 202 housing for the elderly and handicapped program.2s
Yet, many older Americans find themselves in an impossible situation
with regard to housing. ' ‘

The Administration does, though, propose nearly a $500,000 increase
for the National Institute on Aging, from the $15.74 million budget
estimate for fiscal 1975 to $16.19 million. And, funding for enforce-
ment activities under the Age Discrimination in Employment Act
would be increased by almost $200,000 under the new budget, to nearly
$2.2 million. This request would support 81 positions, the same number
provided in fiscal 1975. :

FINDINGS AND RECOMMENDATIONS

Recent recommendations by the Administration provide clear
evidence that the Administration has given the elderly a low
budgetary priority.

Such actions can only aggravate an already serious situation
for persons-struggling on limited incomes in a period of unac-
ceptably high inflation..

2 Senior Opportunities and Services was established in 1967 to help assure that other
Office of Economic Opportunity programs “‘serve, employ, and involve” the aged poor
to the maximum feasible extent possible. SOS provides a wide range of services for the
elderly poor, including home health, homemaker, home repair, consumer education, outreach
and referral, transportation assistance, and many others.

% See Chapter VI, p. 69 for additional details.
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In addition, the Administration has demeonstrated a willing-
ness to play fast and loose with the eoncept of contributory so-
cial insurance under Medicare and Social Security.

Administration proposals to cut back Medicare coverage and
place a ceiling on Social Security cost-of-living increases under-
score the importance of separating the transactions of the Social
Security and Medicare programs from the unified budget.

For these reasons, the committee recommends that the Social
Security Administration Act, S. 388, be enacted into law
expeditiously.

The committee further urges appropriate congressional actions
to reverse shortsighted and ill-conceived Administration budget-
ary recommendations for fiscal year 1976.

2 In addition to separating the transactions of the Social Security trust funds from
the unified budget, S. 388 would (1) establish the Social Security Security Administration
as an autonomous agency outside the Department of Health, Education, and Welfare
and place it under the direction of a three-member governing board appointed by the
President with the advice and consent of the Senate and (2) prohibit the mailing of
notices with Social Security checks which make any reference whatsoever to elected
Federal officials.



CHAPTER 11

IMMEDIATE AND LONG-RANGE DIRECTIONS IN
' SOCIAL SECURITY

Social Security will have a 40th anniversary in 1975.

It was on August 14, 1935, that President Roosevelt signed a bill
launching the program. :

In nearly four decades, what is now called the Old Age, Survivors,
Disability, and Health Insurance Program (OASDHTI), has been sub-
ject to frequent change and occasional criticism. .

In late 1973 and in 1974, the criticism took a new turn. It was asked
whether sharp inflationary increases in the cost of living would cause
new and perhaps intolerable strains on the Social Security trust funds.

Some headlines asked whether the system was going broke.

Others quoted reports which seemed to indicate a severe plunge into
deficit operation.

Congressional and other analyses indicate that inflation and readily
foreseeable socio-economic trends will indeed cause a need for early
and long-range corrective action.

But it is equally clear that there is time to make such changes, and
that the more long-range predictions may be subject to major
modifications.

The Senate Committee on Aging, at hearings on “Future Directions
in Social Security,” and in other studies, is assembling data and rec-
ommendations for change.

In the process, it is also attempting to keep a sharp focus on a para-
mount issue : the very real, day-in and day-out financial bind in which
so many Social Security recipients now find themselves.

I. HOW ADEQUATE IS SOCIAL SECURITY?

Social Security increases in recent years have markedly improved
the.income position of older Americans. In 1974 nearly 30 million
beneficiaries recelved a two-stage, 11 percent increase as a downpay-
ment on a cost-of-living adjustment scheduled for 1975.1 )

This action—together with three other across-the-board raises since
1969—means that Social Security benefits have been boosted by 68.5

1 Public Law 93-233, approved December 31, 1974.
(10)
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percent in a 5-year period.? These increases have been the major
reason for the sharp reduction in poverty for persons in the 65-plus
age category, from 4.8 million in 1969 to 3.4 million in 1973. In 1969
one out of every four older Americans lived in poverty as defined by
the Census Bureau. By 1973 the ratio had fallen to one in six.

2 Four across-the-board Social Security increases have been enacted into law since 1969 :

Percentage

Date of enactment Effective date Amount

Dee. 30, 1969 . .o January 1970 ______.__ 15
Mar. 17, 1971 .. January 1971 .. 10
July 1, 1972___ -. September 1972 20
Dec. 31, 1973 e June 1974 .. .____._. 11

Note: Individually, the increases total 56 percent. However, the ralses aggregate 68.5
percent because of the compound effect of adding one on top of another.

48-635 0 -75-3



PERSONS 65-YRS OLD AND OVER BY LOW-INCOME STATUS, FAMILY STATUS, AND RACE: 1973

[Numbers in thousands.—Persons as of March 1974}

All races

White

Black

Below low-income level

Below low-income level

Below fow-income level

Percent of Percent Percent of Percent Percent of Percent

Family status Total Number total distribution Total Number total distribution Total Number total  distribution

Total ... 20, 602 3,354 16.3 100.0 18,754 2,698 14.4 100.0 1,672 620 7.1 100.0

Infamilies_..______..________________. 14,310 1,340 9.4 40.0 12,993 988 7.6 36.6 1,184 331 28.0 53.4
Unrelated individuals. - 6,292 2,014 32.0 60.0 5, 761 1,711 29.7 63.4 489 289 59.2 48,

I - 1,442 391 27.1 11.7 1,253 287 22.9 10.6 170 97 56.8 15.6

Female. .. 4, 850 1,624 33.5 48.4 4,508 1,423 31.6 52.7 318 193 60.5 3.1

Living alone_ ____.__.___________ 4,495 1,504 33.4 44.8 4,198 1,327 3L5 49.2 214 169 61.8 21.3

Source: Bureau of the Census.

(A}
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WEIGHTED AVERAGE THRESHOLDS AT THE LOW-INCOME LEVEL !N 1973 BY SIZE OF FAMILY AND SEX OF
HEAD, BY FARM-NONFARM RESIDENCE

Nonfarm Farm
5 Mate  Female Male Femate
Size of family unit Total Total head! head? Totai head ! head 1
1 person (unrelated individual) $2,247 $2,350 $2,174  $1,887 $1,851 31,832
Under 65 years___ 2,307 2,395 2,215 1,974 2,035 1,883
65 years and over. 2,130 2,151 2,123 1,813 1,829 1,804
2persons_ ... 2,895 2,904 2,847 ,434 2,439 2,346
Head under 65 years_ __ 2,984 ,999 2,908 2,543 2,546 2,455
Head 65 years andover._._.__..._. 2,688 2,650 2,675 2,285 2,285 2,285

! For 1 person (i.e., unrelated individuat), sex of the individual.
Source: Bureau of the Census.

Quite clearly, older Americans have made impressive gains eco-
nomically on several fronts. But the elderly—who constituted the most
economically disadvantaged age group in 1969—are still there today.
The proportion of aged living in poverty (16.3 percent) is higher than
for any other age group and 1s 47 percent above the level for all Ameri-
cans (11.1 percent).

A. SocraL Secority Levers Topay

Social Security is the economic mainstay for most older Americans.
It accounts for more than half the income for two-thirds of individual
beneficiaries and onc-half of elderly couple beneficiaries. Social Se-
curity also represents almost the entire source of support—90 percent,
or more of total income—for 30 percent of single elderly beneficiaries
and 15 percent of older couples.

Four across-the-board increases during the past 5 years have
helped considerably in raising Social Security benefits to more ade-
quate levels. On an individual basis, these raises have had the following
impact:

MONTHLY SOCIAL SECURITY BENEFITS

[Rounded to nearest dollar)

December December
1969 1974

Maximum benefit, retired male worker alone_____...______ ... $161 $305
Maximum benefits, retired couple both receiving benefits_ _ 241 456
Average benefit, retired worker alome_.__________________ 97 183
Average benefits, retired couple both receiving benefits___ . 169 312
Average benefit, aged widow. _..________._.__.___._____ 88 177
Minimum benefit, retired worker alone______.___________ 55 94
Minimum benefits, retired couple both receiving benefits_______________________._.._. 83 141

Source: Social Security Administration.

But even with these advances, Social Security monthly payments
still fall below the poverty thresholds for many older Americans. Quite
often the disparity is very sharp. The average annual benefit for a re-
tired worker ($2,196), for example, is $164 below the projected 1974
poverty benchmark ($2,360, see table below) for a single elderly per-
son. In the case of the typical aged widow, her annual benefit in $236
under the poverty line.
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Projected

1974 annual poverty thresh- Dollar differ-

benefit old, single ence: Social

(rounded to  person aged 65  security benefit

nearest or older, and 1974 pov-

doltar) 1974 erty threshold

Average annual benefit, retired worker only. _._________._______ $2,196 $2, 360 —$164
Average annual benefit, aged widow_.._______.________________ 2,124 2,360 —236

Source: Social Security Administration.
B. Comrarison WitH BLS INTERMEDIATE BUDGET

Income adequacy was the number one priority of the 3,400 dele-
gates at the 1971 White House Conference on Aging. Delegates at
the Income Section, for example, recommended that the standard
be in line with the BLS intermediate budget for a retired couple.?

But this modest standard of living is beyond the means of nearly
one-half of all aged-couples, and social security benefits are substan-
tially below these projected levels of adequacy.

1974 1974 BLS intermediate

annual budget Dollar
benefit difference:
(rounded Retired  Single aged SS benefit
to nearest couple person and BLS
dollar)  (estimated) (estimated)! budget
Maximum benefits, retired male worker alone_ ._____.._ $3,660 ____._.__..... $4,791 $1,131
Average benefit, retired worker alone . ________________ V196 ... 4,791 s
Maximum benefits, retired couple both receiving benefits_ 5, 472 $6,064 . __.__ ..
Average benefits, retired couplte both receiving benefits__ 3,744 6,064 _________._._. 2,320

1 The individual budget is estimated at 79 percent of the couple's budget.
Seource: BLS.

II. IMPACT OF INFLATION UPON SOCIAL SECURITY
BENEFICIARIES

Throughout 1973 and 1974 older Americans ran a losing race with
inflation. From October 1972 (the month that the 20 percent Social
Security increase was delivered), the consumer price index jumped
by 23 percent (as of December 1974), an almost unprecedented ad-
vance. During this period Social Security benefits were boosted by
only 11 percent in two stages, as a partial installment on the cost-of-
living rise for July 1975. The forthcoming automatic adjustment, now
projected at about 8.7 percent,* is based upon the increase in the con-
sumer price index from the second quarter in 1974 to the first quarter
in 19752 This amount, plus the earlier 11 percent Social Security
increase, will produce an aggregate raise of almost 21 percent (see
footnote 2, page 11, for discussion of compound effect of Social
Security increases).

3The BLS Intermediate Budget provides a standard of measurement for a hypothetieal
couple in an urban area. The budget takes into account food, Hving arrangements, medical
expenses, and other costs. The budget assumes that the couple is healthy and has an
adequate inventory for furniture and household appliances. Practically all experts describe
the BLS Intermediate Budget as a very modest standard of living.

¢ The actual cost-of-living increase will be 8 percent because the inflationary rate sub-
sided in early 1975.

6 Public Law cited in footnote 1.
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However, this increase is still below the 23 percent rise in the over-
all cost-of-living from October 1972 to December 1974. And, if the
inflationary rate continues at its present pace, the increase in the
consumer price index will reach 29 percent by July 1975.

SOCIAL SECURITY INCREASES LAG
FAR BEHIND PRICE RISES®

JULY 1975 (- 29%
Estimate | ;
E |
! i
!
DEC. 1974 | 23%

e mc e 120.7%
i (8.7% Increass)
JULY 1875 {

16.6%
(5% Increass)

!
|
I
|
)
-
i
§
i
i
§
|
i

- ) B CEN £ G S S O T D o

DEC. 1974 1%

OCT. 1972

CPl Social Security
INCREASE INCREASES

® Based on Consumer Price Index

Source: Bureau of Labor Statistics
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Hearings oN “Furure Direcrions”

In mid-March 1975, the Senate Committee on Aging resumed its
hearings on “Future Directions in Social Security.” One major pur-
pose was to determine the impact of inflation upon the elderly.

Much compelling testimony was received before, during and after
the hearing. From December 1973 to December 1974 the Consumer
Price Index rose by 12.2 percent, the most rampant, increase in over a
quarter of a century. Contrary to the 1973 experience (when the in-
crease was largely concentrated in certain areas, such as food and
fuel), the 1974 inflation was across-the-board.

But in the four areas where the elderly have their greatest expendi-
tures—housing, food, medical care, and transportation—the rate of
increases exceeded the rise in prices for all other items in the Con-
sumer Price Index by 29 percent to 42 percent. These four items ac-
count for about 80 percent of the BLS Intermediate Budget for a
Retired Couple.

Price Rises Are Especially Severe For the Eldery - - -
ltems That Take Most of Their Budgets Are Rising at Faster Rates

Percent of Budget
100

Percent Rise in CP{ items
% All Other Dec. 1973 to Dec. 1974

80 |—

Transportation
Medical Care

70—

60

50

40

30

Intermediate Intermediate Lower
Budget, Budget, Budget,

Family of Four Retired Couple Retired Couple
Source: Bureau of Labor Statistics, U.S. Dept. of Labor, Autumn 1973,

Elderly persons throughout the Nation wrote the Committee and
described in personal terms the effect of rising prices upon them. They
also expressed resentment over President Ford’s proposal to “freeze”
the forthcoming increase at 5 percent. Among the examples:

From Tucson, Arizona.

I am 85 years old. I paid income taxes 1920 to 1970—Social
Security taxes 1937 to 1970. I have a home paid for which
high taxes are about to take from under me. I had enough
money saved for my last illness and burial. This eaten away
by inflation. Very little income other than Social Security.
What can be done for the millions like me—we also helped
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build our wonderful economy. . . . The superstores are go-
ing wild since Feb. 1, increasing some 20 percent.

From Evrie, Pa.:

Rents hereabouts, even the slummiest, are so high, by the
time they are paid, 34ths of one’s income is gone. Soc. Sec.
$92+8.S.I. (Supplementary Security Income) $93=9$185 a
month. That’s my only & total income. (Oh, yes, $46 of food
stamps for $36). (Then, they are going up, too) the rents
. . . well, what isn’t. Think suicide will solve all problems.

From Carnegie, Pennsylvania :

. . . the cost-of-living has been so high that any increase
was gone before we got it . . . our pensions are so eroded
that all we can do is buy the least expensive food we can find
and wait each year to find out how much our rent was going
up-.

From Santa Rosa, California:

I am sure you will not be a party to ripping off the senior
citizens by lowering the scheduled increase of 8.7 percent in
Social Security. As a matter of fact, to compensate fully for
the increase in living we should ask for an increase.

From Stoney Brook, New York:

I have worked all my life to support myself and my family
(being a widow for 30 years) and have contributed to Social
Security to make sure when I retire I will have adequate
Social Security to live on.

Never collected unemployment.

Now I understand we are to get an 8.7 percent increase
cost-of-living expense and instead we are told it will be five
percent.

I am very bitter and disturbed . . .

We cannot maintain good health if we cannot buy food
and necessities.

From Pittsburgh, Pennsylvania

The Government should be ashamed at themselves fighting
over what to do about Social Security. Trying to cut it down
is like cutting our throats.

From Maywood, Illinois

Inflation is stealing from my lifetime savings. Unless infla-
tion is abated soon, I may be among those low-income senior
citizens on relief during 1975-6. I believe Congress and the
Senate should veto the President’s proposed five percent limit
in his S.S. program and enact their own law with payments
to conform to the cost-of-living index, as means of arriving at
living cost adjustments.

Inflation is expected to taper off in 1975. However, the overall rate
is projected to be substantially above our historical experience and
well above acceptable levels. Consequently, older Americans can ex-
pect little relief from the whipsaw effects of rising prices. (For fur-
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ther discussion of Committee hearings on “Future Directions in Social
Security,” see pp. 16 and 21).

IIT. ATTACKS ON SOCIAL SECURITY

Social Security came under attack on several fronts throughout
1974. Critics raised serious questions about the actuarial soundness
and even questioned bedrock concepts. Part of the concern arose from
reports about an increase in the actuarial deficit.

ESTIMATES OF THE SITUATION

In June 1974 the annual report® of the Board of Trustees (the
Secretary of the Treasury, the Secretary of Labor, and the Secre-
tary of Health, Education, and Welfare) disclosed a 2.98 percent
long-range (over a T5-year period) actuarial deficit. Three major
factors were cited by the Trustees:

1. A change in the demographic projections (primarily fertility
assumptions) which accounts for about 76 percent of the increase in
the actuarial deficit ;

2. A higher estimated inflationary rate; and

3. An increase in the number of disabled-worker benefits being
awarded.

The Board of Trustees declared:

Although the new population and fertility projections will
have a major impact after the turn of the century on the long-
range cost estimates, they will not have a significant effect in
the short run. (Emphasis added.) According to present short-
range cost estimates, action to increase the combined income
of the OASDI and hospital insurance systems for the next
5-10 years is not necessary right now. . . . The Board noted
that one of the possible ways that the projected short-range
excess of outgo over income in the cash benefit funds can be
avoided is a reallocation of the total program income among
the three funds (OASI, DI, and HI) by revising the contri-
bution rates scheduled in present law without increasing the
total rate.”

In February 1975 a special Panel on Social Security Financing sub-
mitted its report, based upon new data to the Senate Finance Com-
mittee concerning the actuarial condition of the cash benefits pro-
gram.® The six-member panel projected a 6 percent long-range deficit.
The advisory panel, which was appointed by the Senate Finance
Committee, listed two reasons for projecting a larger deficit: a higher
anticipated rate of inflation and a less rapid increase in birth vates
from the present low level.

Certain critics of Social Security seized upon the projected long-
range deficit to attack the program on several fronts. Many of the

¢ House Document No. 93-313, “1974 Annual Report of the Board of Trustees of the
Federal Old-Age and Survivors Insurance and Disability Insurance Trust Funds,” Letter
from Board of Trustees Federal Old-Age and Survivors Insurance and Disability Insurance
Trust Funds, 93d Cong., 2d sess., June 3, 1974,

7 Page 38 of House Document cited in footnote 6.

8 “Report of the Panel on Social Security Financing” to the U.S. Senate Committee on
Finance pursuant to S. Res. 350 (93d Cong.), 94th Cong., 1st sess., February 1975.
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arguments had been raised previously and had been discredited. None-
theless, they surfaced again.

IV. RESPONSE TO ATTACKS ON SOCIAL SECURITY

~ On February 10, 1975, a bipartisan Ad Hoc Advisory Committee
issued a comprehensive “white paper” ® on Social Security. The paper
concl'uded that the Social Security system is still sound and healthy, *°
despite the need for additional future financing. Signatories included
five former Secretaries of Health, Education, and Welfare (Arthur S.
Flemming, Robert H. Finch, Elliot L. Richardson, John W. Gardner,
and Wilbur Cohen) and the three surviving former Commissioners of
Social Security (Robert M. Ball, William L. Mitchell, and Charles I.
Schottland).

The 4500-word statement called attacks on the system “a disservice
to the nation.” ** The report said that such criticisms “have no more
fouI},dlzztlon now than they had when first made nearly forty years
ago.

Members of the Ad Hoc Committee emphasized, however, that sev-
eral aspects of Social Security—such as benefit levels, treatment of
women, and the adequacy and equity of financing—were proper sub-
jects for continuing public debate and review.

But discussion of that kind is very different from assertions
that the system is basically unsound, that it is bankrupt, or
for some other reason doomed to collapse, or that that 1t is a
deception foisted on the American public.*?

Additionally, the Ad Hoe Committee responded to specific attacks
on the system. In response to the charge that Social Security is not a
gq(()ld financial proposition for the young worker, the white paper
said:

Statements have been broadly disseminated that social se-
curity gives the contributor a poor bargain, and that he could
do far better by investing the amount of his contributions in
the private markets. This is not true. If we exclude specula-
tive investments (including investment in the erstwhile “ever-
rising stock market”), which can always yield some indi-
vidual a windfall but can also yield a terrible loss, the
individual under the social security system receives better
value from the government than he could obtain elsewhere.
With the automatic escalation of workers’ benefit rights as

9 “Social Security: A Sound and Durable TInstitution of Great Value.” A reprint of
this paper appears in the Feb. 20, 1975 Congressional Record at p. S. 2321, The full text
also appears in “Puture Directions in Social Security Unresolved Issues: An Interim
Staff Report,” U.S. Senate Special Committee on Aging, 93d Cong., 2d sess., March 1975.

10°A significant appraisal of the magnitude of public support for Social Security was
provided by an analysis of findings from a Harris poll commissioned by the National
Council on Aging. The NCOA reported: “An overwhelming 97 percent of the American
people believe that Social Security payments to the elderly should 'automatically increase
with rises in the cost of living. There Is no indication that the public supports an arbitrary
limitation on this increase.” The full text of the NCOA summary appears as Appendix 2,
p. 146 of this report. The Harris poll is described as the most extensive ever conducted
to determine the public’s attitude toward aging and their perceptions of what it is like to
be old in this nation.

1 Page 1 of paper cited in footnote 9.

12 Page 1 of paper cited in footnote 9.

13 Page 1 of paper clted in footnote 9.
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wages rise, and the automatic cost-of-living increase for those
already on the benefit rolls, there is no question at all that the
worker receives protection worth more than his total contri-
butions with interest. This is true even if all or most of the
employer contribution is assumed to rest on the employee in
final incidence (either in the form of lower wages or in terms
of higher prices to him as a consumer).14

Moreover, the white paper responded to other commonly raised
assertions:

1. Charge: Social Security taxes are regressive because the wealthy
pay smaller percentages of their earned income than do the poor.

Ad Hoc Committee response :

This charge illustrates, indeed, the fallacy of looking at the
two parts of social security in isolation from each other, an
approach which inevitably distorts the issues and loads the
argument. The issue here 1s not whether social security zazes
are regressive but whether the social security system, taking

. into account both benefits and contributions, is open to this
charge. The answer to that question is “no.” The benefit for-
mula is so designed as to give a larger return for each dollar
of contributions to the low-wage earner than to the high.
While there are other factors to be considered, some favoring
the poor and some working against them, the net effect of the
system is to transfer some income from the more affluent as
a group to the less affluent.!s

2. Oharge : Social Security is not really a form of social insurance.
Ad Hoc Committee response :

Social insurance is a concept long and well recognized
across the world, and is one into which social security fits
neatly. For good reasons, social insurance differs in impor-
tant respects from private insurance, but it embodies the cen-
tral elements of financial protection against defined hazards,
through a pooling of contributions and a sharing of risks,
with benefits payable as a matter of legal right on the hap-
pening of stated events. It is fallacious to argue, as some per-
sons do, that the workers’ payments are not insurance con-
tributions because they are taxes—all taxes are compulsory
contributions, either for the general support of government
or for some particular governmental activity, and these pay-
ments are none-the-less contributions to an insurance system
because they are also taxes. Congress used the word “insur-
ance” in the statute as one indication of the character of the
commitment it was undertaking, and the Supreme Court of
the United States has stated that the term “social insurance”
accurately describes the program. ¢

8. Charge: The Social Security trust funds are inadequate because
they are invested in government bonds. Moreover, the size of the
trust funds is grossly inadequate.

1 Page 5 of paper cited in footnote 9.
15 Page 4 of paper cited in footnote 9.
18 Page 3 of paper cited in footnote 9.



21

Ad Hoc Committee response.

Charges that social security reserves have been grossly
inadequate and charges that they are fictitious have been
emphatically rejected by every one of the advisory councils,
and they were rejected unanimously as early as 1945 by the
social security committee of the insurance industry. A gov-
ernment insurance system which has its future income assured-
by the taxing power has no need to build up the huge funds
that a private insurer would require if it underwrote similar
liabilities, and indeed, it would be unwise to the point of
irresponsibility to accumulate such sums. The only need for
a trust fund is as a contingency reserve large enough to tide
the system over any temporary change in income and outgo;
if an increase in revenues should be necessary, the trust fund
would enable Congress to delay such action during a period
of economic recession. As for the worth of the assets in the
funds, one need only consider that if a private trustee held
these government bonds they would be gilt-edged securities,
and then ask oneself how their value disappears when the
same bonds are held by government officers as trustees.”

4. Charge: The Social Security retirement test (now requiring a
reduction in benefits when annual earnings exceed $2,520 for persons
under age 72) should be repealed.

Ad Hoc Committee response :

Those who support the retirement test point out that its
abolition would cost the equivalent of a one-half-of-1% in-
crease in the combined employer-employee contribution rate
and would benefit less than one-tenth of the people over 65
who are otherwise eligible for benefits. They ask whether
funds in this amount are better used to supplement the in-
comes of those who still have substantial earning power or
by spreading the funds among the nine-tenths who do not, or
cannot, earn enough te bring them within the ambit of the
retirement test. ®

Hearings oN “Furure DirecrioNs”

The Committee on Aging heard extensive testimony about the
potential short-term and long-range financing problems confronting
Social Security during the March hearings on “Future Directions in
Social Security.” Benefit payments are expected to exceed income in
1975, essentially for two reasons. First, the July cost-of-living adjust-
ment will be considerably greater than initially projected because of
the extraordinary increase in prices in 1974 and 1975. Second, the high
rate of unemployment has caused a major reduction in the program’s
income.

17 Page 3 of paper cited in footnote 9.
18 Page 8 of paper cited in footnote 9.
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However, Social Security has a $46 billion trust fund to meet such
temporary problems, until appropriate corrective action can be taken.
Former Social Security Commissioner Robert Ball testified :

This 1s why social security has the reserves it does. They
should be drawn on in a pertod of recession like the present.

A sharp reduction in the projected birth rate is the principal reason
for the long-range financing problem. If this trend continues there
will be a substantially larger proportion of older persons to workers
in the 21st century.

However, witnesses pointed out that other factors could offset this
potential problem, assuming that existing projections prove to be
accurate:

1. It is quite likely that a greater proportion of older persons will
continue to work to more advanced ages, since there may be manpower
shortages as well as less competition from younger workers.

2. With smaller families more women will probably enter and remain
in the work force.

V. RECOMMENDATIONS FOR IMPROVING SOCIAL
SECURITY

Major recommendations for improving Social Security were ad-
vanced by leading authorities throughout 1974 and in early 1975. On
March 6, 1975, the 13-member Advisory Council on Social Security
issued its report.1?

An important recommendation would modify the method for com-
puting benefit increases to reflect cost-of-living adjustments for
- workers,

As things stand now, whenever the consumer price index increases
by at least 3 percent during a particular measurement, period, benefits

rise accordingly. The increase in benefits is accomplished, in effect, by
raising the entire benefit schedule. This not only increases the benefits
for all persons who are already retired, but it also increases the future
benefits for those who are still working, because they will eventually
obtain the advantages of the higher benefit schedule when they retire.
At the same time, though, persons still working will also receive an
increase in wages. This raises their average monthly earnings, re-
sulting in an increase in their future benefits. The net effect is that
benefit increases for persons still working are coupled with benefit
“raises for retired persons, producing the instability in the existing
wage-replacement ratios.

To deal with this problem, the Advisory Council recommended a
“decoupled” system. Specifically, the Council proposed that benefits
for workers who will be future Social Security beneficiaries should
be computed on the basis of a revised benefit formula using an index
to adjust past earnings to take into account the average increase in
earnings for all covered workers. As under present law, benefits for
retirees should continue to increase as prices rise.

 “Reports to the Advisory Council on Social Security,” Washington 1975.
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Among its other major findings and recommendations:

The Old Age, Survivors and Disability Insurance contribu-
tion rate should be gradually increased, and this increase should
be met by reallocating contributions now scheduled in the law
for Part A (Hospital Insurance) of Medicare. General revenues
should be used to replace the income lost to the Hospital Insur-
ance program under the proposed reallocation.2°

The retirement test should be modified to provide a $1 reduc-
tion in benefits for each $3 of earnings between the exempt
amount and twice that level (now $1 in benefits is withheld for
each $2 of earnings above $2,520 for persons under age 72).
Thereafter, benefits would be reduced by $1 for each $2 of wages
above this 1-for-3 tier.

Requirements for entitlement to dependents’ and survivors’
benefits that are now applied to women should be applied to men.
Benefits should be provided for fathers and divorced men as they
are for mothers and women. The Act should be changed prospec-
tively so that pensions based on one’s work in noncovered Social
Security employment will be subtracted from a person’s Social
Security dependents’ benefits.

Further study is needed concerning the (1) effects of the Social
Security program on different racial and ethnic groups, (2) ways
of simplifying the administration of Social Security, and (3)
the frequency of cost-of-living adjustments.

A general study should be made by a full-time nongovern-
mental unit regarding possible effects of Social Security on pro-
ductivity, the proper size of the trust funds, the incidence of
payroll taxes, and other basic questions.

Consideration should be given by Congress to raising the
eligibility age for retirement benefits in the next century.

In February 1975 the AFL-CIQO’s executive council reaffirmed its
support for Social Security and called criticism of the system’s fiscal
soundness as “distorted”.** The Council also proposed that:

The maximum taxable wage be raised “over a period of years” ?2
from $14,100 to $28,000.

Employers pay Social Security contributions on total payrolls,
instead of just the maximum covered wage base.

General revenues be used to provide at least one-third of the
program’s costs.

The benefit formula be linked more closely to wages in the
years nearing retirement, such as the highest 10 or 5 years of
earnings.

An 1mmediate cost-of-living increase be enacted.

2 The Administration expressed immediate opposition to the use of general revenues
to finance Medicare. HEW Secretary Caspar W, Weinberger, for example, said on Mar, 7:

‘“The only recommendation of the Advisory Council I must oppose now is the one which
calls for the introduction of substantial amounts of general revenue financing into the
social security system. I think such a step would be inappropriate for a program whose
strength has depended so heavily on support by working people and their employees. We
should find other ways to solve the financing problems in social security.”

21 “Social Security System Needs More Taxes Due to Projected Deficit, AFL-CIO Says,”
The Wall Street Journal, Feb. 18, 1975, p. 5.

22 Page 5 of article cited in footnote 21.
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Future benefits be adjusted at least every six months when-
ever the consumer price index rises by 3 percent or more.

RecoMmMENDATIONS MADE AT HEARINGS

The Committee’s three days of hearings again sounded a strong
vote of confidence for the Social Security system. Witnesses also urged
several proposals to improve the financing of the program. Former
Commissioner Robert Ball recommended that the maximum taxable
wage base be increased in 1977 from the projected level of $16,500 to
$24,000. With this change, it would be possible to reallocate the
scheduled 0.2 percent increase in the Medicare contribution rate to
the cash benefits program, without undermining the actuarial sound-
ness of the Hospital Insurance program. Mr. Ball added:

These changes in financing will have two effects: (1) The
cash benefit trust funds will start to build up again and,
under the most likely assumptions, the build-up will continue
far into the 1980s or later. After these changes there would
be no short-term financial problem for either the social secu-
rity cash benefit program or the Medicare hospital insur-
ance program. (2) The increase in the contribution and
benefit base will increase the protection as well as the pay-
ments for the 15% of wage earners who are not now paying
social security contributions on their full earnings. For ex-
ample, a person earning at the maximum amount covered
by social security and now age 55 would get, when he or she
retired at 65, a benefit of over $100 a month above what he or
she would get under present law. An individual earning the
maximum amount and now 60 would get about $50 a month
more than under present law when he or she retires at 65.

Mr. Nelson Cruikshank, President of the National Council of Senior
Citizens, recommended a four-prong approach. In addition to incorpo-
rating the two elements of Mr. Ball’s suggestions (see above), Mr.
Cruikshank proposed :

1. Employers should pay contributions on total payrolls, instead of
the maximum covered wage base.

2. There should be greater use of general revenues to finance Social

Security.
VI. CONCERN ABOUT SSI

The Supplemental Security Income (SSI) program became effec-
tive in January 1974.2 The program provides a guaranteed national
income to those persons formerly assisted by State programs for the
. disabled, blind and aged. Administered by the Social Security Admin-
istration, SST payments have been provided for those individuals
transferred from the old welfare rolls, newly determined eligible in-
dividuals and so-called “essential persons”, e.g., wives under 65 years
of age who have spouses of eligible aged recipients who have themselves
reached the age of 65. States have the option to supplement the Federal
payment to a level equal to or greater than its former State assistance

# Public Law 92-603 was signed into law on October 30, 1972.
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level. Thirty-nine States have opted to supplement the Federal pay-
ment and according to the Social Security Administration in all but
three of these States, the average combined Federal and State pay-
ments are higher nationwide than those under the former assistance
programs for the blind, disabled and aged.

SSI PAYMENTS: TOTAL ALL CATEGORIES, APRIL 19741

Total
Total Total Total Federal Total Basic Total
number Federat State  and State SSt Federal State
of payments  payments  payments  payments payment payment payments

United States. 3,242,766 $1,864,096  $244,216 §1,134,454 $367,578,822 $275, 130,080 392, 448,733

Alabama.__________ 124, 393 124,392 _______..... 1 10,344,512 10,344,456 56
Alaska__._ - 2,578 2 266, 727 266,727 e
Arizona. .. - 22, 869 22 2,271,916 ... __._...
Arkansas. ... - 73,109 54, 457 i 6, 420, 199 5, 749, 521 670,678
California___ . 515275 12, 493 136, 815 365,967 81,592,932 34,046,055 47,546,877
Colorado___. - 35,683 35,683 ... , 036, 79 3,036,797 ...
Connecticut. . - 17,267 17,267 - e 1,638, 341 1,638,341 ____________
Delaware.._________ 3 , 696 606 2,924 517, 249 A6 124,203
District of Columbia_ 14, 308 10,332 431 3, 545 1, 644, 407 1,537, 002 107, 405
Florida__._..______. 104,1 91,33 1,188 11,647 11,499,378 10,416,001 1,083 377
Georgia.__ . 131,716 112, 802 3,339 15,575 12,429,113 11,315,763 1,113,350
Hawaii....__ . 6, 618 , 355 3 935, 31 583, 925 351,394
Idaho_.. - 23 6,423 ... 545, 504 45,504 .. ________
Iinois_.__ . 124,47 80, 850 4,232 39,393 13,450,914 11,799,112 1,651,802
Indiana_ - , 348 23,796 1,497 , 055 2,357, 426 2,157,580 199, 846
lowa.__ . - 18, 402 15, 525 280 2,597 1, 563, 409 , 420, 419 142, 990
Kansas _ - 17,523 X 238 2,206 1,526, 942 1, 401, 006 125, 9
Kentucky. R 75,578 75,578 e 7,566, 137 7,565,137 . .__._._.
Louvisiana. . 130,705 91,135 4,462 35108 12,741,812 11,098,665 1,643, 147
Maine___. . 19, 668 10, 208 2,578 6, 882 1, 878, 658 1,392,174 486, 484
Maryland.____ . 39,374 34,613 681 4,080 4,522, 380 4,283,697 238, 683
Massachusetts_ . 94, 037 306 26, 520 67,211 12,823 817 5,446,310 7,377,507
Michigan____ . 92, 634 5, 581 6,783 80,270 11,310, 470 7,972,397 3,338,073
Minnesota_ R 31,142 22,755 1,119 7,268 2,897,127 2,487,441 , 686
Mississippi. - ... 111,764 11,763 . . 9, 561, 781 9, 561,776
Missouri. . . _ - 95, 950 95,950 .. .. . _...__.. 7,937, 006 7,937,006 .. _._...._.
Montana.____....__ 44 4,912 193 1,229 599, 602 554, 742 44,860
Nebraska_.__.__... 13,24 13,288 . __._. 1, 066, 356 1,066,356 ._____._..._
Nevada_.__.____..__ 3,255 06 758 2,191 305, 938 162, 393 143, 545
New Hampshire_____ 4,031 4031 .. __ 284,218 284,218 . ________.
New Jersey_..______ 47,129 3,404 33,962 5, 553, 798 4,111,419 1,442,379
New Mexico________ 18, 378
New York____.____. 284, 508
North Carolina__.... 97, 059
North Dakota_._..._ 5,915

|1 T 97,684
Oklahoma_._..._... 75, 846
Oregon_____....... 18, 552
Pennsylvania_._.._. 98, 037 6,179 2,021 89,837 10,790,730 9,406,378 1,384,352
Rhode dsland____._. 10, 761 1,257 1,305 8,199 1, 108, 405 729,135 379,270
South Carofina__._.. 45, 443 43,338 286 1,819 4,478, 057 4,289, 066 188, 991
South Dakota___.__. 5,951 4,702 146 1,103 535, 190 468, 979 66, 211
Tennessee..____._.. 93, 841 89, 436 765 5, 604 9,241, 104 8,744,199 496, 905
Texas....coooooo__. 213,727 211,726 ... ... 1 16,981,239 16,981,226 13
Utah_.__ ... ____. 7,655 6, 541 354 760 781, 330 721, 665 59, 665
Vermont__.____._.__ 6, 098 6,098 ... 533, 085 533,085 _.___.._.._.
Virginia___..__._.._ 37,337 37,537 oo 3,522,311 3,522,310 __.___.___
Washington_______._ 46,270 2,712 1,708 41, 850 5, 595, 451 4,421,613 1,173,838
West Virginia.______ 27,513 27,513 ... 2, 940, 800 2,940,800 _...._.__.._.
Wisconsin__________ 36,769 4,257 8,625 23,887 4,200, 948 1,956,770 2,244,178
Wyoming__.__._____. 2,19 1, 402 130 662 187, 802 171,719 16, 083

1 Social Security Administration.
A. A Yrar oF LEGISLATIVE AND ADMINISTRATIVE CHANGES

The 93rd Congress passed several bills which amended the SSI
law. Included were provisions to:
Increase the monthly income standards in two stages from
$130 to $146 for an individual and from $195 to $219 for a
couple; %

2 Publiec Law 93—-233, enacted December 31, 1973.
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Provide for automatic cost-of-living adjustments in the SSI
system ; °

Provide for an extension of food stamp eligibility for SSI
recipients through June 30,1975 ;%

Exempt the value of maintenance and support furnished by
private, nonprofit retirement homes in determining eligibility
for SSI.#

Although legislation assisted in several ways to improve the effec-
tiveness of the program, SSI was still seriously affected by various
problems and inadequacies, including lags in distribution of checks
and emergency payments; delays in replacement of lost or stolen
checks and effective and timely determinations of eligibility; and
lengthy appeals procedures. Staff shortages caused and intensified
such problems.*® According to Social Security Commissioner James
B. Cardwell, the error rate for persons not receiving checks or re-
ceiving incorrect checks was about 5 or 6 percent, caused chiefly by
faulty data resulting from the conversion of State recipients’ rolls
and partly due to problems in Social Security’s data system.?® The
Commissioner stressed that hours of overtime were being put forth
to correct and overcome these administrative hurdles.

B. SSI’s SHORTCOMINGS

Although described as a major step forward in assistance program
philosophy, SSI is still a far cry from becoming what its original
drafters intended it to be. Its major obvious flaw 1s failure to provide
an income to eliminate poverty.*® This criticism was expressed quite
explicitly by David Mueller of the Idaho State Office on Aging during
a Committee field hearing. Mr. Mueller said :

The basic flaw of SSI lies in its ineffectiveness to provide
purchasing power to the elderly consumer. Since the original
legislation in 1972, inflation has eroded its intent.*

Senator Frank Church echoed this concern when he observed :

To guarantee an income to needy individuals is superficial
unless adjustments can be made to assure the individuals of
sufficient assistance to combat inflation. I'm glad that the
original levels of $130 and $195 have been increased to $146
and $219, but SSI still does not meet everyday needs.*:

When Senator Church questioned Commissioner Cardwell about the
cost, of raising the income level to at least the poverty threshold, the
Commissioner responded that it would :

Increase the cost of the program in 1975, by over $3 billion
. . . I am not optimistic frankly about our capacity to finance

‘

2 Public Law 93-368, enacted August 7, 1974.

26 Public Law 93-335, enacted July 8, 1974.

27 Public Law 93-484, enacted October 26, 1974.

2 In the Administration’s budget request for fiscal year 1976, the Administration also
made a supplemental request for fiscal year 1975 for $121 million for 11,500 new staffing
pé)ssitsii)ns for Social Security, with approximately 7,000 positions earmarked for the Bureau
o .

“ Testimony before the Senate Committee on Aging, “Future Directions in Social
Security,” July 15, 1974.

3 The current poverty threshold is estimated by the Bureau of Labor Statistics to he
$2,490 for an individual and $3,210 for a couple (1974).

i Testimony before the Senate Committee on Aging, “Future Directions in Social Se-
curity,” Twin Falls, Idaho, May 16, 1974.

32 Opening Statement remarks during Senate Committee on Aging, “Future Directione
in Social Security,” July 15, 1974.
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it at this stage given the mounting pressure that is developmg
on the Federal budget, with the Federal budget being looke
to again as one of the economic levers the Government has
available to it as a fight against inflation generally. It'sa very
tough choice.

Senator Church responded by pointing out that the Congress is:

Being asked to approve $100 billion for the military this
coming year . .. I suppose it just comes down to what priority
we can give how many people, and how much we care about
abolishing poverty in this country.**

VII. HISTORIC ACTION ON PENSION PROTECTION

Congress acted in 1974 to protect pensions of approximately 35
million persons now participating in private employee benefit plans.

The historic bill, the Employee Retirement Income Security Act of
1974 (Public Law 93-406) was the product of 3 years of intensive
action by the Senate Subcommittee on Labor, which conducted exten-
sive research to make the case for pension reform. Senator Harrison A.
Williams directed the pension study from its inception. The Senate
Committee on Finance took part in intensive serutiny of the need for
%16 bill and its provision. Similar cooperative action took place in the

ouse.

A special analysis of the bill, and a description of follow-up action
taken since enactment, appears as Appendiz 1, page 13, of this report.

SUMMARY OF FINDINGS AND RECOMMENDATIONS

Social security is the chief financial defense for workers and
their families against loss of earnings because of death, retire-
ment, or disability.

It should continue to remain the primary means of providing
economic security against these three contingencies.

Some recent attacks on social security have been based upon
misleading or inaccurate information. These accounts have only
created needless apprehension and concern for social security
beneficiaries and workers who are now contributing to this sys-
tem, instead ¢f making any meaningful contribution to the na-
tional dialogue concerning the future directions of social security.

Prompt action by appropriate comgressional units, the ad-
ministration, and the general public is needed to deal with
social security financing issues. The Committee on Aging, how-
ever, wants to reemphasize that this problem is clearly solv-
able if approached in an intelligent and dispassionate fashion.

In this regard, the committee plans to devote special attention
to recommendations for bringing the Social Security Trust Funds
into actuarial balance. The committee is firmly committed to the
principle that the social security program must be built upon
sound actuarial, policy, and economic considerations.

It will alse be vigilant in assuring that (1) the early warning
signals of the board of trustees and the panel on social security

3 Colloquy between Commissioner James B. Cardwell and Senator Frank Church during
Senate Committee on Aging, “Future Directions in Soclal Security,” July 15, 1974.

48-635 O - 75 - 4
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financing are heeded, and (2) appropriate corrective action is
taken to guarantee the integrity of the trust funds.

Additionally, the committee recommends that:

Legislation should be- enacted as soon as possible to: 1)
reconstitute the Social Security Administration as an inde-
dependent, nonpolitical agency outside the Department of
Health, Education, and Welfare; (2) prohibit the mailing of
political announcements with social security or SSI checks;
and (3) separate the transactions of the social security trust
funds from the unified budget.*

The cost-of-living adjustment mechanism should also be
made applicable for special minimum beneficiaries under
the Social Security Act.*

The retirement test under social security should be liber-
alized to allow older Americans to earn greater income.

The income standards of the supplemental security income
program should be raised to a level to abolish poverty for
older Americans.

Consideration should be given to provide cost-of-living ad-
Jjustments more than once a year whenever the consumer
price index rises by 3 percent or more, and to develop a special
elderly index.

The committee’s continuing study into “Future Directions in
Social Security” will also seek to develop recommendations for
(1) the special problems of minority groups, (2) equitable treat-
ment for women and men under social security, (3) improvements
in disability coverage, (4) coverage of persons with little or no
work experience under social security, and (5) other crucial -
issues.

3 Senator Church introduced S. 388 (the Social Security Administration Act) on
Jan. 27, 1975, to implement these three objectives.

35 Senator Church introduced legislation (S, 650) on Feb. 11, 1975 to implement this
recommendation.



CHAPTER III

MEDICARE AND PROPOSED NATIONAL HEALTH
INSURANCE PLANS

In 1974 concern mounted about health problems confronting Ameri-
cans of all age groups. National health insurance plans were considered
by the Congress and seemed for a time to be close to enactment. Unfor-
tunately, few of these plans took into adequate consideration the severe
and growing needs of the elderly. In the same year, older persons were
faced with increasing out-of-pocket costs as a precondition of their
participation in Medicare, and Medicare paid less of the average
health bill.

Important and essential services are still not covered, including out-
of-hospital prescription drugs, eyeglasses, hearing aids, and dental
care. Nursing home care and home health. services, while technically
covered under the law, still account for less than 3 percent of Med-
icare’s $12.1 billion expenditure.

Subcommittee hearings during the last year exposed health prob-
lems for the aged that are far greater than commonly imagined. In
short, large numbers of older Americans may be going without needed
medical assistance for fear of what it might cost.

I. MEDICARE: WHAT'S COVERED AND WHAT ISN'T

Medicare is the Federal Government’s largest expenditure in the
area of health care, accounting for 43 percent of outlays.* Costs in 1974
were approximately $12.1 billion and are projected to reach $15.5
billion in 1976.

Medicare has two parts: Part A, which pays for inpatient hospital
care; and Part B, which pays for doctor’s and other outpatient serv-
ices.

All 65-plus Americans are eligible for Part A, Hospital Insurance;
however, they are responsible for the first $92 of their hospital bill as
a deductible? If their stay exceeds 60 days, they must pay $23 a day
for the next 30 days.*

Nursing home care is also authorized under Part A but only in very
limited circumstances. Those who do qualify must pay $10.50 per day
from their own pocket beginning with the 21st day. To be eligible
for the nursing home benefit, a patient must qualify for what regula-
tions describe as “skilled” nursing care. Post hospital home health
care benefits are also authorized under Part A.

1 Special Analysis Budget of the United States Government, 1974, at p. 148,

2 The Proposed Fiscal 1976 Budget: What It Means for Older Americans, staff report
by the Special Committee on Aging, February 1975, at p. 8.

30n Jan. 1, 1974, the deductible rose to this amount from $84.

40On Jan. 21, 1974, this coinsurance was raised from $21.

(29)



30

To be eligible for coverage under Part B, each older person must
sign up. for the program and pay $6.70 per month ($80.40 per year),’
In addition, each beneficiary must pay a deductible of the first $60 in
doctor bills and outpatient services as well as 20 percent of all eligible
services incurred after the deductible payment is satisfied. (See
chart 1.)

CHarT 1
MEDICAL CHARGES SOAR
HOSPITAL INSURANCE
DEDUCTIBLE ...ovvvivie e, $40 $92 130%
CO-INSURANCE
HOSPITAL
Ist-60thDAY ............ooiit .. NONE NONE -
61st-90th DAY .................... $10 DAILY $23 DAILY 130%
LIFETIME RESERVE DAYS........... $20 $46 130%
NURSING HOME/EXTENDED CARE
1st - 20th DAY............ P NONE NONE -
215t - 100th DAY .........couneen.. $5 DAILY $11.50 DAILY 130%
MEDICAL INSURANCE
PREMIUM ....ooiiiiiiiiiieaae, $3.00 $6.70 123%4%
DEDUCTIBLE ..vvveiiiieiieiieeeeeeannns, $50.00 $60.00 20%
CO-INSURANCE ....vvvvsiieieeineeennnss 20% 20% -

Source : Social Security Administration.

Strong cost control regulations restrict what Medicare will pay the
physician to a “reasonable” fee in light of prevailing charges in the
area. Any charge in excess of this rate must be absorbed by the older
person.

Part B provides a home health care benefit without prior hospitaliza-
tion but with the same requirement under part A, namely the patient
must require “skilled” nursing care.

Somr Magor OMISSIONS

Clearly, there are many gaps in Medicare’s coverage of the health
needs of the aged. First, and very significantly, preventive medical care
is not authorized. For example, the cost of a yearly physical examina-
tion will not be reimbursed. In other words, Medicare only begins when
health needs have reached a critical stage.

Numerous essential services are not covered at all (for example:
eyeglasses, dental care, hearing aids, out-of-hospital prescription
drugs, and care required by the chronically ill).

5 The premium increased from $6.30 to $6.70 per month In July 1974.
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Tae Exp Resurr: More Costs aAND Fewer BENEFITS

Today Medicare pays 88.1 percent of the health bill for the average
older person.® This percentage is a drop since 1969 when Medicare
paid about 46 percent of health care costs. While the elderly are re-
ceiving less, they have been paying more. For example, the Part A
hospital deductible which began at $40 in 1966 has increased 130 per-
cent to $92 today. Hospital co-insurance (beginning with the 61st day)
has increased from $10 per day to $23 per day over the same period.
Similarly, nursing home coinsurance beginning the 21st day also in-
creased 110 percent from $5 to $11.50 per day. Under Part B, the
insurance premium required to be eligible increased from $3 to $6.70
(a 123 percent jump).

In short, per capita out-of-pocket payments for medical care are
today higher than they were before Medicare began. In Fiscal Year
1966, an older person on the average paid $237; by 1973, direct pay-
ments averaged $311, or $74 more than the year Medicare became law.”
These facts have caused many elderly to view Medicare as a “broken
promise”.8

CHART 2

MEDICAL CARE BILL PER AGED PERSON AND
PROPORTION COVERED BY MEDICARE, FY 1966 - 1973

$1200

1000 — $§960

600

400 —

200 —

6 1967 1968 1969 1970 1971 1972 1973
FISCAL YEARS

1

Source: Social Security Administration

II. THE MINNEAPOLIS EXPERIENCE

Hearings by the Subcommittee on Health of the Elderly in July
1974,° documented that many elderly persons are, very simply, neglect-

6 Social Security Bulletin, May 1974.

7 See source cited in footnote 6.

8 Opening Statement of Senator Frank E. Moss, at hearing of Subcommittee on Health
of the Elderly called “Barriers to Health Care for Older Americans,” Part 10, Price, Utah,
Apr. 20, 1974,

® Hearings cited in footnote 8, Parts 13 and 14.
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ing to accept any medical care whatsoever for fear of what it may
cost—this despite the brave promises of Medicare.

Testimony at these hearings centered on an unusual clinic operated
jointly by Abbott-Northwestern Hospital and the Minneapolis Age &
Opportunity Center, Inc. (M.A.O.).

M.A.O., under the leadership of Executive Director Daphne H.
Krause and a governing board of senior citizens, provides a broad
range of services necessary to maintain the aged in their own homes
and in independence. ' ‘

In November of 1973, Abbott Hospital and M.A.O. opened a “free”
clinic—free in the sense that older persons with low incomes ($4,500'
for singles and $5,500 for couples) could receive medical and hospital
services, with Medicare reimbursement accepted as full and final pay-
ment. In other words, the hospital agreed. to absorb the costs of co-
insurance and the deductibles, amounts usually paid out of the pockets
of those eligible for Medicare.

Specifically, the Abbott-M.A.Q. Clinic offered the following services
without charge:

Health care in the outpatient clinic or in the hospital.

Free transportation to and from the clinic.

Counseling.

All necessary supportive services such as homemaker assistance,
meals-on-wheels, legal advice, help with medical forms.

The first 3 pints of blood (not covered by Medicare).

In addition, prescription drugs are provided at cost to the
hospital.

Response was overwhelming. In three months, more than 7,000
persons registered, and some 85 percent of these applicants were in
need of immediate medical attention. The hospital did more EKG’s
(electrocardiograms) in a week than in the previous year. An unusual
number of patients seen in the clinic required immediate hospital-
1zation. On any given day about 40 clinic patients are hospitalized.

The number of elderly applying was not the only surprise. The
patients turning up at the clinic’s door were not the “traditional” poor
who had experienced welfare programs and were probably eligible
for Medicaid assistance. Instead, the applicants included former
school teachers, lawyers, physicians, insurance company presidents,
and school superintendents, all of whom had exhausted their re-
sources and had done without the care they needed for fear of the
expense—Medicare notwithstanding. For many of these people, who
could qualify for Medicaid, that program was no answer. The pain
and. suffering of going without medical care was preferable to the
indignity of applying for welfare assistance with the often added
requirements of selling or putting a lien on one’s home and spending
down a small savings account to an even smaller level. -

Lavetta Pearson, R.N., director, Abbott-Northwestern Hospital,
Inc./M.A.O. Senior Citizens’ Clinic, said:

It has shocked my conscience and what ought to shock the
conscience of all Americans is the fact that many of these
senior citizens have not seen a doctor for periods ranging
from 1 to as many as 50 years. Upon inquiry why they
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haven’t seen or sought any medical attention, the answer in-
variably is they did not have the money, or they did not know
whom to go to or how to get to the doctor’s office. As one
senior citizen clearly stated to me, if you only have a limited
amount of income and you have to choose between buying
pills and food, you are always going to buy the food.

The Clinic has been hard pressed to find enough doctors (especially
primary care general practitioners) to take care of the heavy load.
Nor could anyone foresee the pathology that appeared day after day.
A random sample of a dozen patients disclosed the following
problems:

A man admitted for heart surgery.

A woman with imminent gangrene of both feet.

A man suffering from rectal mass, anemia and rectal blood.

A woman who needed surgery to replace her left hip (she could
not walk 100 yards without pain).

A man in need of stomach surgery.

A man with congestive heart failure, edema, cataracts, marked
tooth decay, and dementia.

A woman with incontinence, urinary infection and severe
arthritis.

A man whose last contact with a physician was his World War
I physical.

" A man who was blacking out because the batteries in his pace-
maker needed replacement but who had put off having the bat-
teries changed because he was still paying for the installation of
the pacemaker three years earlier.

George Adamovich, Administrator of Abbott Northwestern Hos-

pital stated:

I emphasize that these patients are typical of many patients
seen in our clinic—they suffer not only from severe medical
problems, but a multiplicity of severe problems. More impor-
tantly, the patient has often held off seeking care in spite
of noticeable, abnormal symptoms; and frequently the patient
has not recognized unusual symptoms as potentially serious
or even fatal.

Today—nearly eighteen months after the Clinic opened—some de-
mand goes unmet. The shortage of primary care doctors has forced
the Clinic to stop accepting new applicants. Older persons with severe
pathologies continue to turn up and are accepted on an emergency
basis at the rate of 25 to 80 per week. More than 4000 elderly patients -
await processing to become Clinic patients.

Important questions emerge from the M.A.O. experiment.

How much costly surgery or hospitalizations could be prevented
if Medicare paid for some preventive medicine (such as a yearly
physical) ¢

If more older persons could be maintained in the security of their
own homes or apartments with a minimum of supportive services paid

for under Medicare, how many hospital or nursing home admissions
could be avoided?
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And of course, with expanded coverage, how many elderly would
be spared the agony of untreated illness and painful death ?

The health care needs of many senior citizens can be alleviated if
caught in time. Left untreated, the health problems of the elderly
increase; many die and others are placed in nursing homes at two or
three times the cost to the Government of in-home supportive services
to maintain them in independence.

III. MENTAL HEALTH AND THE ELDERLY

In 1971 the Senate Committee on Aging issued its report, “Mental
Health Care of the Elderly: Shortcomings in Public Policy,” charg-
ing: “public policy in the mental health care of the aged is confused,
riddled with contradictions and shortsighted limitations and is in
need of intensive scrutiny geared to immediate and long-term
action.” 1°

In order to help fashion such a policy, the report recommended
the establishment of a Presidential Commission on the Mental Health
of the Elderly.

In May 1973, Senator Edmund S. Muskie, Chairman of the Sub-
committee on Health of the Elderly, introduced a bill * to create such
a Commission. Testifying in hearings on his bill last year, Senator
Muskie stated:

In the three years since this report was written, the lack
of a firm policy with respect to the mental health care of the
aged has become even more clear. As the American Psy-
chological Association has stated, there are 3 million elderly
who require mental health services, but a bare 20 percent of
this number have their needs met through existing resources.
Clearly, Medicare and Medicaid have failed to live up to
their promise and responsibility with respect to the mentally
ill elderly. . . . Recent Federal Court decisions attempting
to define the rights of institutionalized patients are in conflict
leaving many states in confusion. Finally, there is an alarm-
ing trend in the states to discharge patients from state
hospitals into boarding homes and smaller community based
facilities.??

Senator Muskie reported the results of a study by the Senate Com-
mittee on Aging ** indicating a program underway in each state to
discharge patients from mental institutions into nursing homes and
boarding homes. He noted that there were 427,727 individuals in state
hospitals in 1969, dropping 29 percent to 303,079 at the end of 1973.
This trend is even more evident with respect to the elderly in state
hospitals. Their numbers decreased by 40 percent during this same 4
year period (from 133,264 to 81,912).

10 Mental Health Care and the Elderly: Shortcomings in Public Policy, report by the
Special Committee on Aging,. Nov. 1971, Washington, D.C., at p. 3.
fuhSeedS. 1768, introduced on May 9, 1973. See page S. 8663 of the Congressional Record
of that date.

12 Statement by Senator Edmund S. Muskie before the Subcommittee on Health, Senate
Committee on Labor and Public Welfare, May 1, 1974.

13 See Supporting Paper Number 7, “The Role of Nursing Homes in Caring for Discharged
Mental Patients,” to be released.
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The reasons for such transfers include:

First, humanitarian motives. The simple truth is that many elderly
are in state hospitals not because they needed treatment but because
they had no place else to go.

Second. recent court actions have played a part in fueling the dis-
charge of patients in many states. An Alabama decision held that an
individual committed to a ‘state hospital for treatment had a constitu-
tional right to such treatment, and those who received no treatment
were required to be released.’* Another decision in Washington, D.C.,
held that where a state derives any consequential economic benefit from
the employment of patients, it must pay them the appropriate com-
petitive wage.!”

A third factor is economic expediency. The average daily charge in
U.S. mental hospitals is about $800 per patient per month.'* These
same individuals can be housed in a nursing home for one half this
amount or less.

A fourth, and most recent factor, is the enactment of the Supple-
mentary Security Income program. SSI, as it is called, was enacted by
the Congress in 1972 ¥ in an effort to create a “minimum income floor”
for payments received by certain welfare recipients. It is, in reality,
a federalization of the adult assistance programs (aid to the aged,
blind, and disabled), establishing a Federal floor of $146 for aged,
blind, and disabled individuals and $219 for couples. SSI is 100 per-
cent Federal money except in those States which had rates higher than
$146 per month which are required to maintain recipients at their pre-
vious level.

The long and the short of the present situation is that the States can
transfer individuals from state hospitals where they would be paying
$800 in State money and place them in boarding homes at $146 per
month in Federal money. The net benefit to the State treasury is about
$1000 per patient per month, creating tremendous pressure for such
transfers. In some parts of the nation, such as Long Beach in New
York, a construction boom began and buildings opened hurriedly to
receive discharged mental patients and their SSI checks.

Senator Muskie stated :

Further analysis of this problem demonstrates significant
dangers for the elderly :

1. Patients are being discharged wholesale and indiscrimi-
nately. There is virtually no screening to decide who are
proper candidates for discharge.

2. There is no follow-up to determine if patients are prop-
erly placed in their new facilities.

3. Nursing homes, boarding homes, or shelter care facilities
are ill-equipped to handle such patients. There are no psy-
chiatric services available and no plan to rehabilitate patients.

4. There are few, if any, recreational services or activities.

u Wyatt v. Stickney, 334 F. Supp. 1341.
15 See statement cited in footnote 12.

16 See source cited in footnote 13.

17 Public Law 92-603.
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5. There is a heavy, and perhaps unwise, use of drugs in
nursing homes and other community-based facilities to offset
the understaffing of facilities.

6. Many States give complete and final discharges to in-
dividuals, placing them together in certain areas of our cities
which have become instant “geriatric or psychiatric ghet-
tos.” For example, 13,000 patients were discharged from
Illinois State Hospital into an area called “Uptown” in
Chicago, Illinois. In Washington, D.C., hundreds of patients
will be found near Ontario Road N.W.1

ToaE Boarping Home Crisis

No one knows with precision how many elderly have been placed
into boarding homes (facilities offering meals and lodging) by the
states. The evidence received by the Committee suggests that the num-
ber is large. In fact, it is likely that the majority of those removed from
state hospitals in the past four years are in boarding homes today. SSI
is clearly the principal reason for this transfer. There are other rea-
sons, such as the increasing cost of health care and the absence of facili-
ties which can meet state or Federal minimum standards. It is com-
mon for states to place welfare patients into such facilities as a way of
getting around such standards. In this context, boarding homes are
called “bootleg” nursing homes. '

Of primary concern is the fact that few states either license or have
any standards for boarding homes. Consequently, abominable condi-
tions can exist in homes, and the lives of some patients are in jeopardy.

In April 1974 the Subcommittee on Health conducted hearings
chaired by Senator Pete V. Domenici in Santa Fe, New Mexico.* New
Mexico newspapers had disclosed poor conditions; poer food; negli-
gence leading to death or injury ; and physical punishment inflicted by
operators upon their residents. Other examples of poor care discovered
were : allowing patients to sit in their own urine, binding them to the
toilet with sheets, and failure to cut toenails to the point where they
curl up under the feet making walking impossible. A recurrent charge
Is profiteering, or cutting back on food, light, water, and heat to save
money.

A staff report to Senator Domenici states “the above charges are
valid but boarding homes in' New Mexico, as bad as they are, are no
worse than those visited in downtown Washington, D.C., or-in Chi-
cago, Illinois.” 20 :

In New Mexico, most residents of boarding homes are former mental
patients. In fact, the number of aged in State mental hospitals
dropped 54 percent between 1969 and 1973.21 :

Since the 1974 hearings, the State of New Mexico has acted. to im-
prove conditions. It is ironic that New Mexico was one of the few
States to have enacted standards with respect to boarding homes. But

18 See statement cited in footnote 12.

1 Hearings cited in footnote 8, Part 12, Santa Fe, N. Mex., May 25, 1974.

20 “Report on the New Mexico Boarding Home . Association” prepared by Assoclate
Counsel Val J. Halamandaris, Special Committee on Aging, for Senator Pete V. Domenici.

7 See source cited in footnote 13. :
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these standards, promulgated in 1972, had never really been enforced.”?
The State health department was grossly understaffed with only 3
inspectors for more than 2,000 health care facilities.

PrOPOSED SOLUTIONS

It is clear that other States need to enact laws regulating boarding
homes which place appropriate emphasis on the care and safety of
patients. A particular problem is protection of SSI, social security or
other patient funds. In too many cases residents never see their allot-
ments—the endorsement is an “X” on the back of the check sometimes
signed by the operator himself. Clearly, some “screening procedures”
need to be established to determine who are proper candidates from
State hospitals and to provide appropriate follow-up care. Senator
Pete Domenici has introduced legislation to allow payment of funds
to care for the mentally impaired in a home health setting. See S. 1496,
introduced Apr. 21, 1975.

In order to deal with deeper and more complex problems, Senator
Muskie asked for the enactment of his bill creating the Presidential
Commission on Mental Health and the Elderly.? The House and Sen-
ate Conferees agreed that it should be a Committee (not a Commis-
sion) on Mental Health and Tllness of the Elderly, appointed by the
Secretary of Health, Education and Welfare to study the future
needs for mental health facilities, manpower, research, and training;
to analyze and recommend the appropriate care for elderly persons
who are in mental institutions, or who have been discharged from
such institutions. The 9-member board would have one year to com-
plete its work.

This proposal is presently incorporated in S. 66 which passed the
Senate on April 10, 1975.2

IV. HOME HEALTH CARE

Home health care should provide a ready alternative to institu-
tionalization, permitting appropriate recipients to remain living, at
least somewhat independently, at home. Coordinated home care serv-
ices should include visiting nurse, home aide, and laboratory services;
physical therapy ; drugs; and sick room equipment and supplies. They
can prevent institutionalization or shorten the length of hospital stays,
speed recovery, and bridge the gap in community health services for
patients who ‘are unable to visit a physician’s office but do not need
hospital care.

Earlier in this chapter it was pointed out that home health benefits
are severely restricted under Medicare. Eligibility under both Parts
A and B require that the beneficiary need part-time “skilled” nursing
care.

2 See Albuquerque Tribune, May 13, 1974, by Laurle McCord, reprinted in “Barriers to
Health Care,” Part 11, p. 1113. See also testimony of Robert J. McCarthy, Ph.D., Clinical
Psychologist, Assistant Professor, University of New Mexico, at p. 1076: “In general, 1
would agree with Ms. McCord’s reporting on boarding homes in this month’s Albuquerque
Tribune which I understand is to be included as part of the Committee testimony.”
Senator Pete Domenici said: “We all know there is a problem. The State of New Mexico
recognizes that problem. We are not here to criticize, we are here to help. We hope our
hedrings will contribute to some rethinking of current attitudes,” p. 1056.

2 S, 1768, see footnote 11.

2 This bill is now under consideration by the House.
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Other regulations limit the expansion of this program: Parts A
and B have a maximum of 100 visits, and under Part A the recipient
must have been previously hospitalized.

In Fiscal Year 1973, Medicare paid out $75 million in home health
benefits, down from $115 million in Fiscal Year 1970.2° Moreover, this
$75 million figure accounts for less than 1 percent of the total Medicare
expenditures of $12.1 billion. Estimates for Fiscal Year 1976 suggest
a spending level of $148 million for home health care out of a total
budget predicted at $15 billion (still only 1 percent of the total).2

Home health services under Medicaid are also limited, but for differ-
ent reasons. The services under Medicaid are not limited to those need-
ing “skilled” care. In fact, skilled care, basic unskilled care, and even
preventive care are authorized. Unfortunately, the Department of
Health, Education and Welfare has failed to (1) clarify what services
are eligible for reimbursement, (2) define these services for the States,
and (3) insist on anything more than token compliance with the law.

HEW?’s office of Social and Rehabilitation Service (SRS) conducted
a survey in 1972 of Medicaid home health services. SRS identified 15
States that limited home health services to skilled care only. Most
States have not developed significant home health programs. In 1972,
Medicaid home health expenditures totalled $24 million or less than 1
percent of the Medicaid $5 billion total. Only 113,372 recipients were
served nationwide.?

At a hearing before this Committee’s Subcommittee on Health of
the Elderly on July 9, 1974, the General Accounting Office provided
a long-awaited report of Medicare-Medicaid home health services.?®
After outlining the difficulties and restrictions on these programs, and
after documenting the actual decrease in the provision of services
(home visits under Medicare decreased by 42 percent from 1968 to
1971), the GAO concluded :

We recommended that the Secretary of HEW (1) impress
upon the States the potential of home health care as an alter-
native to institutional care, (2) clarify for the States the
specific home health services covered under Medicaid, (3)
encourage the States to establish reasonable payment rates
for services provided by home health agencies, and (4) assist
home health agencies in their efforts to increase the health
field’s awareness and support of home health as an alternative
to institutional care.?®

On March 12, 1974, Senator Moss introduced S. 1163, which was also
sponsored by Congressman Ed Koch in the House of Representatives.*
The bill seeks to broaden the scope of home health benefits provided
under both Medicare and Medicaid.

In addition, S. 1161 would authorize an experimental program to
provide care for elderly individuals in their own homes. The pro-

% “Home Health Care Benefits Under Medicare and Medicald,” audit by the U.S. General
Accounting Office, presented to the Subcommittee on Health of the Elderly, July 9, 1974
(reprinted therein).

26 See source cited in footnote 2.

# “Numbers of Recipients and Amounts of Payments under Medicaid, 1972,” TU.S.
Department of Health, Education and Welfare, Soclal and Rehabilitative Services, May 23,
1974. Tables 4 and 5.

28 See report cited in footnote 24.

» Hearings cited in footnote 8, Part 15, Washington, D.C., at p. 13986.

% H.R. 4227, March 12, 1975. .
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gram would allow subsidies to the family for care of elderly individ-
uals in their homes.

OrnER LEGISLATIVE INITIATIVES

Congress has received other legislation intended to support the
development, expansion and maintenance of home health agencies and
expand the coverage of Medicare Parts A and B to include home
health services. However, only one of these bills was acted upon by
the appropriate Committees and incorporated into other legislation.
Senator Frank Church’s bill (S. 2690), which would provide for
grants for the establishment and initial operation of home health
agencies, was accepted as a provision of the Health Services Act of
1974 in a pared-down, one-year funding of $12 million for home health
agencies. Also authorized was $3 million to make grants to public and
nonprofit private entities to assist in training of professional and
paraprofessional personnel to provide home health services. The
Health Services Act was vetoed by the President, who argued that it
represented a significant increase in the Administration’s budget be-
cause it established new health related programs. In response to the
President’s veto, Senator Edward Kennedy reintroduced the Nurse
Training and Health Revenue Sharing and Health Services Act of
1975 (S. 66) early in the 94th Congress. S. 66 included Senator
Church’s home health amendment in the same form and authorization
it had in the earlier Health Services Act. S. 66 was passed by the
Senate on April 10, 1975, by a convincing vote of 77 to 14.

NationaL HeartH INSURANCE PROPOSALS

Essentially four proposals were under consideration in 1974, includ-
ing S. 3, introduced by Senator Edward M. Kennedy; S. 2513 intro-
duced by Senators Russell Long and Abraham Ribicoff; the Ad-
ministration’s proposal, S. 2970; and S. 3286, introduced by Congress-
man Wilbur Mills and Senator Kennedy. The Subcommittee on Health
of the Elderly held hearings to evaluate these proposals and the degree
to which they were responsive to the needs of the elderly.”

The major provisions of each of the above bills follows below. Only
S. 3 has been reintroduced in the 94th Congress.

MAJOR POINTS OF 8. 3 NATIONAL HEALTH SECURITY ACT

1. Medicare would be replaced by a health insurance program and
Medicaid would become a supplementary program. Beginning in mid-
1973, there would be provision for comprehensive health insurance
coverage, including preventive and disease detection services; care
and treatment of illness; and medical rehabilitation.

2. There would be no cutoff points; no coinsurance (requiring out-
of-pocket. payments as under Medicare) ; no deductibles (calling for
additional payments by patients as Medicare does) ; and no waiting

21 Another major proposal was sponsored by Senator Abraham Riblcoff, 8. 3154 in the
last Congress. The bill was reintroduced on April 17, 1975.

See also analysis in “Developments in Aging: 1973 and January—March 1974,” report
by the Special Committee on Aging, May 13. 1974, Washington, D.C, at pp. 4748, 165-68.
See hearings cited in footnote 8, Parts 8-9, 13-16.



40

period. Coverage under the program would be automatic. There would
be no “means test” (as under Medicaid).

3. Virtually all health services would be covered in full except there
would be certain limitations for nursing home care, dental care,
psychiatric care; and prescription drugs.

4. Dental benefits. The Health Security Board is authorized to
extend the coverage for dental services (limited to children up to
age 15 at the start) faster than the timetable specified in the
legislation if adequate manpower is available. In addition, the Board
1s required, within seven years of the effective date of the legislation, to
publish a timetable for phasing in the entire adult population.

5. Health Maintenance Orgamnizations. The name “comprehensive
health service organization” is changed to “health maintenance organi-
zation.” HMO’s will now be required to furnish or arrange for ail
covered services except mental and dental services.

6. Professional IFoundations. Medical foundations are given the
same expanded drug benefit previously available only in HMO’s, That
is, a full range of prescription drugs is now covered for all patients
served through HMO’s or foundations. The foundations are required
to provide the same range of services as an HMQ,

1. Maintenance and Long-Term Care. A mew section gives the
Health Security Board authority to make grants for pilot projects to
test the feasibility of home maintenance care for chronically ill or dis-
abled people. If experience under these projects proves that home
maintenance services reduce the need for institutional care and can be
administered in such a way as to control inappropriate or unnecessary
utilization, the Health Security Board is authorized to recommend ex-
pansion of these services to the entire population.

MAJOR POINTS OF S. 2513 . CATASTROPHIC HEALTH INSURANCE AND
MEDICAL ASSISTANCE REFORM ACT

The legislation consists of two parts: (1) A Catastrophic Illness In-
surance Program and (2) A Medical Assistance Plan for Low-Income
People. The catastrophic proposal would cover the same kinds of serv-
ices currently provided under parts A and B of Medicare except that
there would be no upper limitations on hospital days or home health
visits. All persons insured by Social Security, their spouses and de-
pendents, and Social Security beneficiaries would be eligible for this
protection. However, benefits would start only after an individual was
hospitalized 60 days in one year or after family medical expenses of
$2,000. After these conditions had been met, benefits would be payable
as under Medicare which provides for coinsurance payments beyond
60 days of hospitalization and for all medical services. Coinsurance
charges would be limited to $1,000 for all persons including Medicare
‘beneficiaries. ) .

The Medicare program would be continued, but with the addition
of the limitation on coinsurance payments for prolonged illnesses.
Moreover, the bill would provide for coverage of immunization and
pap smears for Medical beneficiaries.

The Medical Assistance Plan for Low-Income People would réplace
the existing State-Federal Medicaid program.. States would be left to
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provide uncovered services, such as eyeglusses, hearing eaids, d
and dental services with the Federal Gigvernment providing half the
cost. For low-income older Amerieons, the bill would pay for part B
Medicare premiums as well as Medicare coinsurance and deductible
charges. In addition, it would provide them with all medically neces-
sary hospital, skilled nursing facility and intermediate care facility
services. Home health care would also be available without limitation.

Income limits for eligibility would be $2,400 for an individual and
$3,600 for a couple. A copayment of $3 would be required on patient-
initiated services, such as visits to a doctor’s office, but copayments
could not exceed $30 per individual or family during a year. Co-
payments would be based on the amount of a patient’s income less $50
after an individual had been institutionalized for 60 days in a long-
term care facility.

MAJOR POINTS OF 8.2970; COMPREHENSIVE HEALTH INSURANCE
ACT OF 1974

This program would provide a system of health insurance for every-
one under either an Employee Health Insurance Plan or an Assisted
Health Insurance Plan. Medicare would be included in the latter but
would retain most of its present administrative structure. Medicaid
would be abolished except for a residual long-term care program. Ben-
efits for everyone in the program would have to include a minimum
benefit package defined in the program. Cost sharing for everyone
would be related to income. The maximum payments for the first year
for Medicare beneficiaries would be $750 plus premium payments.

Medicare Part A and B would be combined and there would be
20-percent coinsurance chaiges on all covered health services until
the maximum charge is reached. The current Medicare home health
benefit would be reduced from 200 to 100 visits. Extended post-hos-
pital care would be limited to 100 days per year as compared to the
present provision of 100 days per benefit period or “spell of illness”.

Additions to benefits currently provided under Medicare include
unlimited catastrophic coverage of hospital and medical bills after the
maximum liability of $750 is met (reduced for low-income persons).
Out-of-hospital prescription drugs would also be included but only
after a $50 deductible requirement is met. Moreover, the patient would
then be subject to coinsurance charges after paying the first $50 for
qualifying prescriptions. CHIP would also substantially modify the
mental health benefit under Medicare. Instead of 190 lifetime days in
an inpatient hospital, CHIP would cover 30 full days or 60 partial
days of hospitalization per year. On an outpatient basis, there could
be 80 visits to a comprehensive community care center or not over
15 visits to a private practitioner, compared with the $250 limit per
year for doctor visits under Medicare. CHIP would not cover lengthy
stays in nursing homes or intermediate care facilities. :

MAJOR POINTS OF S. 3286 ; THE COMPREHENSIVE NATIONAL HEALTH
INSURANCE ACT OF 1974

Every American regardless of the source of his income would be
protected from birth until old age by this contributory national health
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insurance system. Medicaid would be repealed and Medicare incor-
porated. Benefits are similar to the Administration’s proposal (S. 2970
above). Hospital and physicians’ services would be offered without.
day or dollar limitation. Home health visits (100 per year) and 100
days care in an extended care facility would be covered as would out-
of-hospital prescription drugs. Preventive health services are pro-
vided. These and other provisions are subject to a $150 annual deduct-
ible and a 25 percent coinsurance. These deductibles and coinsurance
amounts need not be paid at the time services are rendered but may be
deferred. In the case of low income families, these amounts are reduced.
There are catastrophic protections in the bill so that the full costs of
health services would be paid after an individual had incurred annual
health expenses of $1,000. These benefits would be financed by a 4 per-
cent payroll tax with employers paying 3 percent and employees 1 per-
cent. In sharp difference with the Administration version, the bill calls
for the creation of an independent social security agency to administer
the program and provides a series of long-term care benefits includ-
Ing extended care, home health, homemaker services, nutrition services,
day care, foster home care and community mental health. The long-
term care program is voluntary, and available to Medicare recipients
who agree to pay an additional $6 monthly premium. The bill would
require the Social Security Administration to certify state long-term
care agencies which in turn will designate service areas in which non-
profit community long-term care centers would coordinate or provide
health benefits.

It is to be reemphasized that only S. 3 has been reintroduced in 1975.
However, it is likely that others will be introduced later this year, per-
haps with some changes. Key Committee chairmen have indicated their
desire to enact national health insurance legislation this year or by
1976 at the latest. While representatives of national organizations on
aging did not unanimously agree to endorse any one bill, there was
a general consensus on a few important points as listed below.

1. Representatives of senior citizens organizations emphatically
agreed as to the need for national health insurance coverage for all
Americans. '

2. They agreed that the health insurance program for the aged -
(Medicare) should be integrated into the national plan covering all
ages.

3. Most spokesmen argued that the partial funding of such a pro-
gram should come from general revenues rather than more regressive
payroll taxes.

4. They agreed that none of the existing benefits under Medicare
should be sacrificed to bring the costs of the total program down. They
argued instead for the need to include items not covered, such as eye-
glasses, dental care, hearing aids and out-of-hospital prescription
drugs.

5. They were particularly concerned that whatever bill is adopted
should expand home health services and comprehensive nursing home
benefits to meet the medical and social needs of the frail elderly. They
endorsed this aspect of S. 3286. However, they would provide the
benefits without requiring the elderly to sign up for them or pay a $6
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monthly premium. The American Association of Homes for the Aging
testified concerning S. 3286’s long-term care provisions:

In our view [it is] the first proposal sponsored thus far
which addresses itself in a serious way to the long-term care
needs of our elderly population.®

6. Spokesmen also argued for reducing or eliminating the present
co-insurance and deductibles which seniors must pay to participate In
Medicare. As noted previously, these disincentives prevent thousands
of elderly from seeking the care they need for the singular reason that
they cannot afford them.

FINDINGS AND RECOMMENDATIONS

A National Health Insurance program should be enacted for
the benefit of all Americans, incorporating an expanded Medicare
program. New benefits for the elderly should include long-term
care, expanded home health and social services, eyeglasses, den-
tal care, out-of-hospital preseription drugs and an annual phys-
ical examination. Such benefits should be provided without
additional premiums, coinsurance or deductibles. Partial funding
for such a program should come from general revenues.

A national health insurance plan should look first to maintain-
ing seniors in independence and in their own homes with in-home
services, meals-on-wheels, transportation, counseling and home-
maker services. When seniors are too ill to stay home, then com-
prehenive nursing home benefits should be available. The Min-
neapolis Age and Opportunity Center, Inc. provides an example
of the kind of program which most benefits the elderly.

Other hospitals around the nation should follow the example of
Abbott-Northwestern, utilizing unoccupied hospital beds in ecar-
ing for the elderly who urgently need care but who cannot afford
it. The Abbott-M.A.O. clinic proves that a hospital can provide
such services (absorbing Medicare’s coinsurance and deductibles)
and still be financially sound.

The Congress and the administration should place greater im-
portance on the mental health needs of clder Americans. A newly
created committee could be helpful in focusing attention on the
problems. In the meantime, the Federal Government should stop
the flood of elderly presently moving from State hospitals into
nursing homes which are ill-prepared to care for them, or even
worse, to boarding homes where there is often poor care and littie
service. At the very least, States should enact standards and uni-
fied minimum regulations for boarding homes as well as provi-
sions to insure that the discharged elderly receive the care and
services they need.

22 See hearings cited in footnote 8, Part 16, at pp. 1480-90.
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CHAPTER 1V

NURSING HOMES AT THE CROSSROADS: IMPETUS FOR
REFORM

Events in 1974 brought a broadened public concern for problems of
the one million frail elderly who inhabit the N. ation’s 23,000 nursing
homes. The subcommittee began publication of its study on nursing
home problems, entitled Nursing Home Care in the United States.
Failure in Public Policy. Officials in the Department of Health, Educa-
tlon and Welfare exhibited new commitment to reform. Consumer and
other organizations intensified pressures for change, as did newspapers
and television stations. Confronted by criticism from every side, indi-
vidual operators and their national associations reacted first in anger

and denial but have suggested by more recent actions their recognition
of the need for meeting today’s challenges.

I THE SUBCOMMITTEE’S REPORT

The Subcommittee’s Report, Nursing Home Care in the United
States: Failure in Public Policy, is largely based on 25 hearings and
more than 3,000 pages of testimony taken by the Subcommittee on
Long-Term Care from July 1969 through February 1975. To deal with
the intricate circumstances and governmental actions associated with
long-term care and with the sheer volume of the material assembled by
the Subcommittee, an unusual format was adopted. An Introductory
Report was issued in November, and it was to be followed by a series
of 9 monthly Supporting Papers. The eleventh volume of the series
will be set aside for the comments and reactions of the nursing home
industry, national organizations and the executive branch. The twelfth
and final volume will update earlier material, analyze replies and com-
ments and contain the Subcommittee’s final recommendations to the
Congress.

Masor PoInTs oF THE INTRODUCTORY REPORT

The Subcommittee’s Introductory Report was released on November
19, 1974, at a press conference attended by Senator Frank E. Moss,
Chairman of the Subcommittee on Long-Term Care, Senator Charles
Percy, ranking minority members, and Senator Pete Domenici. The
report is in six parts. The first two parts provide statistics documenting
the growth of the nursing home industry, noting:

Medicaid now pays about 50 percent of the Nation’s more
than $7.5 billion nursing home bill, and Medicare pays another
3 percent. Thus, more than $1 of every $2 in nursing home
revenues is publicly financed. - .

There are now more nursing home beds (1.2 million) in the
United States today than general and surgical hospital beds
(1 million). .

(44)
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In 1972, for the first time, Medicaid expenditures for nurs-
ing home care exceeded payments for surgical and general
hospitals: 34 percent as compared to 31 percent for hospitals.

Medicaid is essential for growing numbers of elderly, par-
ticularly since Medicare nursing home benefits have dropped
sharply since 1969. Average Social Security benefits for a
retired couple now amounts to $310 a month compared to the
average nursing home cost of $600. Medicaid (a welfare pro-
gram) must be called upon to make up the difference.

The growth of the industry has been impressive. Between
1960 and 1970, nursing home facilities increased by 140 per-
cent, beds by 232 percent, patients by 210 percent, employees
by 405 percent, and expenditures for care by 465 percent.
Measured from 1960 through 1974, expenditures increased
almost 1,400 percent.

The third section of the report analyzes Medicare and Medicaid,
their adequacy in terms of meeting the needs of older Americans and
the appropriateness of Federal minimum standards for nursing homes
under these programs. The report states:

Despite the sizable commitment in Federal funds, HEW
has been reluctant to issue forthright standards to provide
patients with minimum protection. Congress in 1972 man-
dated the merger of Medicare and Medicaid standards, with
the retention of the highest standard in every case. However,
HEW then watered down the prior standards. Most leading
authorities concluded at subcommittee hearings that the new
standards are so vague as to defy enforcement.

Part four carries this theme forward with respect to alternatives
to mstitutionalization :

Despite the heavy Federal commitment to long-term care, a
coherent policy on goals and methods has yet to be shaped.
Thousands of seniors go without the care they need. Others
are in facilities inappropriate to their needs. Perhaps most un-
fortunate, institutionalization could have been postponed or
prevented for thousands of current nursing home residents if
viable home health care and supportive services existed. Al-
though such alternative forms of care may be more desirable
from the standpoint of elderly patients—as well as substan-
tially less expensive—the Department of HEW has given only
token support for such programs.

In 1973 Medicare paid $75 million for home health services or less
than 1 percent of Medicare’s $12.1 billion expenditures in that year.
Moreover, while all states are required to provide home health services
under Medicaid 1972 outlays came to only $24 million out of Medicaid’s
$5 billion total.

Part five of the report charges that nursing home standards are not
enforced and that nursing home inspections are a ‘“national farce.”
The report says:

There is no direct Federal enforcement of these and previ-
ous Federal standards. Enforcement is left almost entirely to
the States. A few do a good job, but most do not. In fact, the



46

enforcement system has been characterized as scandalous, in-
effective, and, in some cases, almost nonexistent.

. The report suggests several reasons for the failure of the present
mspection and enforcement system :
. 1. Inspections are infrequent (many homes are not even
Inspected once a year).

2. Many states do not have adequate numbers of inspectors
to do the job.

3. Advance notice of inspection is routinely given.

4. Inspections become bureaucratic rituals leading to the
accumulation of a tidy pile of papers but not to action.

5. The recommendations of the inspectors are often ignored.

6. There is fragmentation of the responsibility for inspection
along political and geographic lines.

7. Imspections focus on physical plant rather than patient care.

8. Political influence and interference keeps some homes open.
9. The Federal government relies totally on the states to conduct
inspection and certify nursing homes for participation in the
Federal Medicare and Medicaid programs.

10. Most states have few enforcement tools with which to disci-
pline nursing homes other than the expensive and cumbersome
procedures to close a facility.

A sixth part of the report analyzes President Nixon’s 1971 nursing
home reforms, charging that they “had only minimal effect” and that
they “fall far short of a serious effort to regulate the industry.” (A
detailed analysis of the 1974-75 HEW initiatives follows later in this
chapter, see p. 54.) :

The report concludes:

The victims of Federal policy failures have been Americans
who are desperately in need of help. The average age of
nursing home patients is 82; 95 percent are over 65 and 70
percent are over 70; only 10 percent are married; almost
50 percent have no direct relationship with a close relative.
Most can expect to be in a nursing home over 2 years. And
most will die in the nursing home. These patients generally
have four or more chronic or crippling disabilities.

It notes that most national health insurance proposals largely ig-
nore the long-term care needs of older Americans. It calls for the
establishment of a national policy with respect to the infirm elderly
and for broadening the scope of Medicare coverage to provide ex-
panded home health and nursing home coverage.
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